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FREE-MARKET ENVIRONMENTAL 
MANAGEMENT SYSTEM HAVING INSURED 
CERTIFICATION TO A PROCESS STANDARD 

REFERENCE TO OTHER PATENT APPLICATION 

This non-provisional patent application claims priority to 
US. Provisional Patent Application No. 60/192,183, ?led 
Mar. 27, 2000, the entire text of Which is incorporated herein 
by reference. 

FIELD OF THE INVENTION 

Environmental regulation by government is structurally 
incapable of satisfying its mandate. The present invention is 
an alternative, free-market environmental management sys 
tem designed to deliver a superior product, at loWer cost, With 
an insured guarantee, and Without regulatory oversight by 
government. 

BACKGROUND OF THE INVENTION 

Many people hold Well-indoctrinated beliefs that govem 
ment protects the environment from greedy capitalists at the 
prodding of sel?ess environmental activists. Those same 
people do not think of environmental activists as capable of 
damaging the environment. Neither of those beliefs is true 
any more. MeanWhile, adversaries of regulatory policy defen 
sively argue that We are not really doing that much damage 
and that environmentalism costs too much for things that We 
must do to survive. The failing of those on the defense is that 
they rarely offer a preferable alternative to civic regulation 
other than “less.” It is easy to complain about government 
regulations, but no one Will accept an alternative Without 
checks and balances that value the public demand to protect 
ecosystem function. 

The popular truism, that business and property oWners are 
motivated only by greed and that this justi?es government 
control, ignores the fact that the entire history of governments 
has been one of greed, corruption, and lust for poWer. Most 
people Would agree that bureaucratic government cannot 
manage an economy because it is too dynamic and complex 
for centraliZed planning. An economy competes With only 
one medium: money. An ecosystem transacts on so many 
levels that We have only a very basic understanding of hoW it 
Works. One should think, therefore, that any political system 
Would be structurally incapable of optimiZing complex eco 
system functions. The U.S. government Was designed to pre 
vent the accumulation of suf?cient poWer to con?scate prop 
erty, yet it strays ever further from its Constitutional intent by 
virtue of its poWer to control the use of property under envi 
ronmental laW. The poWer to regulate the factors of produc 
tion is the poWer to control an entire economy. Such poWer 
has historically devolved to tyranny destructive to an 
economy and its people. It Will not Work for the environment 
either. 

“Environmental protection” methods have caused severe 
ecological problems on lands that have already been dis 
turbed and abandoned. There are hardly any pristine, temper 
ate ecosystems remaining that are not already protected, and 
some of those are being protected to death. Activist claims 
and government plans are rarely subjected to objective scru 
tiny, focusing instead upon continued acquisition at the 
expense of private property oWnership. The aggregation of 
virtually unlimited civic poWer over the use of natural 
resources renders enormous mistakes inevitable. 
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2 
Commons. 
Almost all environmental regulation concerns the use of a 

class of goods knoWn as “commons.” These are goods to 
Which no claim of property oWnership is recogniZed and for 
Which the unit price of use approaches Zero. FolloWing is an 
explanation of hoW commons arise and hoW a general failure 
to recogniZe certain principles has led us to a civic environ 
mental management system. 

Living beings compete for control of goods that have rela 
tive degrees of scarcity. Whether it is space for roots among 
competing plants, hunting range, or food stored for a Winter’ s 
meal, control of goods matters to all living beings as a 
resource by Which to compete and survive. Those goods of 
Which humans retain control are de?ned as property. Humans 
survive by the use of property, Whether it is one’s body, food, 
shelter, or otherWise. To control the use of property is func 
tionally equivalent to property oWnership. Goods cannot be 
used or exchanged unless possessed as property, Whether 
physically or by social contract. 
Goods are not uniformly distributed. Humans exchange 

rights to control the use of goods in order to combine them to 
competitive advantage. The process of free exchange trans 
fers control of property. Individual respect for tradable rights 
requires either respect for a social compact or physical 
enforcement against competing claims. 

Mobility or continuity in a resource complicates the de? 
nition of property oWnership. Unlike ?xed property, mobile 
and continuous goods (e.g., air or Water) can only be con 
trolled by physical containment. For example, humans com 
bine these mobile goods With other chemicals necessary for 
the biochemical processes of the human body to Work. Per 
haps the only time the air or Water is actually “owned” is While 
contained Within the body. 
Are they really contained in the body? Humans can’t store 

the value of air any more than they can stop sWeat from 
evaporating. Humans must constantly exchange air and Water 
With the surroundings. HoW is it, then, that the air or Water is 
“owned”? Perhaps that Which is oWned is not the air or the 
Water, but the operating series of biochemical processes that 
use air and Water to perform Work While they are contained 
Within the body. 

Just as the processes Within the body combine inputs to 
produce and maintain the body itself, natural processes found 
Within property boundaries transform mobile goods into 
many of the physical attributes of ecosystem assets. Those 
processes that produce an economic return and transform the 
state of mobile inputs into products for exchange are de?ned 
as “process assets.” There are tWo types of process assets: 
arti?cial, such as fences, machines, or chemical reactors; and 
natural, such as soils, living material, or the processes of the 
body itself. The latter of these Will be called “natural process 
assets.” 
Humans combine factor inputs With process assets to pro 

duce goods for economic exchange. The sum of process 
assets and factor inputs, called “factors of production,” are 
either purchased (such as land, raW material, tools, intellec 
tual property, or labor) or merely collected and used Without 
a cost of acquisition (e.g., air or rainWater). Factor inputs, 
collected Without payment, Will be referred to herein as “Zero 
priced goods.” Zero-priced goods include: (1) goods su?i 
ciently plentiful that a discrete pricing mechanism is too 
costly to consider; (2) goods suf?ciently dif?cult to contain 
that a discrete pricing mechanism is mechanically impos 
sible; (3) goods Without identi?ed economic Worth oruse; and 
(4) goods With positive and negative Worth, so closely bal 
anced that their net market value does not justify a pricing 
mechanism. 
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Zero-priced goods are factor inputs for all economic goods. 
Theirpotential uses do not change unless a chemical or physi 
cal process alters their attributes. For example, the potential 
uses of oxygen change When it bonds With hydrogen. The uses 
of Water change When it evaporates or inherits pollutants. The 
changes Wrought by process assets upon factor inputs are the 
“transformation products” of those processes. The economic 
costs or bene?ts associated With transformation products, not 
included in the cost of goods sold, are “economic externali 
ties.” 

The notion of economic extemality is the most important 
economic concept in the rationale for environmental regula 
tion. Assume the manufacture of a product produces pollut 
ants that cross the plant boundary suspended in a mobile, 
Zero-priced good, such as air or Water. The cost of the pollu 
tion is not borne by the producer of the goods for sale, nor is 
it re?ected in the purchase price to the consumer. The cost of 
the pollution is external to the buyer/ seller transaction 
because it is borne by those affected by the pollution, Who 
supposedly derive no bene?t from production or sale of the 
goods. Environmental regulations coerce the producer to 
incorporate the cost of pollution control into the product, thus 
forcing the consumer to evaluate its “true” cost compared to 
other purchase options. 

OWnership of Zero-priced goods is typically not de?ned or 
enforced by contract. To acquire oWnership, one simply col 
lects them for use. Their economic value is considered 
equivalent to the cost of collection, containment, and prepa 
ration. That many Zero-priced goods are intrinsically valuable 
is not in dispute; a person certainly needs air to breathe and a 
commercial ?sherman needs an ocean, but in everyday prac 
tice, We pay little or nothing for them. Few individuals 
attempt to oWn Zero-priced goods because the cost of de?ni 
tion and defense of boundaries exceeds the bene?ts of 
restricting use by private property oWnership. Among 
resource biologists and economists, environmentalists and 
politicians, these Zero-priced goods have come to be knoWn 
as commons. 

Commons are a superset to Zero-priced goods because they 
include resources that have economic value but their price is 
?xed at or near Zero by social compact. Public parks, though 
valuable, are commons because no pricing mechanism can be 
agreed upon among those With an equal claim. Parks are used 
as if they Were free and are, therefore, a commons. The term 
“commons,” then, Will be reserved for those goods that, 
although they might have market value, are used as if the price 
of acquisition is Zero. 
Under conditions of decreasing supply or increasing 

demand, Zero-priced goods can rise in scarcity to the point 
Where individual claims are subject to competition. People 
then expend effort to de?ne property oWnership as appropri 
ate to their perception of unit value, positive or otherWise. A 
claimant Will collect, unitiZe, measure, rent, mark, describe, 
and exchange property With increasing precision as its value 
increases. If the goods do not have discrete physical bound 
aries, then the limits of property oWnership have to be de?ned 
in other Ways, for example, by the manner of their contain 
ment or measurement. Once the boundaries to these claims 
are determined, property oWnership appertains to an eco 
nomic person, Whether individual, partnership, corporate, or 
political. Thus, goods graduate from the status of commons to 
that of property. To establish the distinctions of property 
oWnership among competing persons, then, requires de?ni 
tion of containment boundaries by contract. 

Mobility and continuity render precise de?nition of prop 
erty boundaries problematic When the scale exceeds contain 
ment limits. Even physical boundaries on land are not static: 
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4 
River channels move, ridgelines are subject to erosion, roads 
are relocated, even continents drift. In a very real sense, all 
goods are mobile. The claim to oWnership of “?xed” property 
has thus often had much to do With human perception of 
permanence Within speci?c boundaries. In part out of 
response to that mobility, humanly delineated boundaries 
noW re?ect arti?cial lines more often than physical land 
marks. The manner in Which human boundaries are set, often 
re?ects the cost of measurement and de?nition for contain 
ment more than the distribution of resources. 
The issue of mobility becomes particularly troublesome 

With continuous goods that move rapidly. Whether they are 
air, Water, oil and gas, schools of ?sh, or migratory animals, as 
long as they are not contained it is di?icult to de?ne the 
boundaries of property oWnership. Some goods move much 
more rapidly, such as re?ected light off a form that someone 
?nds pleasing, or information that provides a subjective per 
ception of Well-being in a natural ecosystem. These goods can 
move from place to place, instantly. 
The economic value of these seemingly ephemeral goods is 

real. People knoW it. They notice a sense of loss When a 
customary use has been WithdraWn. They get angry When a 
river that has been dammed engulfs the enjoyment they had, 
theretofore, derived. They resist the introduction of a shop 
ping mall onto a childhood playground, even if they no longer 
live in the area. In each of these cases, there is de?nite sense 
that one has lost something that one “oWns” or upon Which 
one has a claim. 

These claims are not alWays fanciful. A person may have 
purchased property because of the speculative value of the 
vieW, the quiet, the air quality, sparse population, or the avail 
ability of groundwater. He or she has a de?nite sense of 
oWnership of those intangible goods, if not de?ned by con 
tract, then by habitual use. Whether or not these valued factors 
Were part of the purchase, they are so defended should that use 
be threatened or WithdraWn. 

It is dif?cult for a single person to make a claim against the 
loss of a use of private property for Which they never paid. 
Because the contested use is inside private boundaries, the 
claimant enlists felloWs to coerce surrender of control of the 
contested use by the property oWner. External claims focus 
upon the transformation products of the property oWner’ s use 
(or intended use) that exit the property in mobile commons. 
The complaints contend that those transformation products 
are damaging to the use of commons intended by those out 
side the boundaries. Where such claimants constitute a demo 
cratic majority, political means are available to press for legal 
speci?cation regarding transformation products in commons 
that effectively restrict the use of property inside the bound 
aries to that of the majority preference. Hence is the argument 
that extension of a majority claim on the use of natural pro 
cess assets transforms the resource into a “democratiZed com 

mons.” Its use is restricted to the majority preference and little 
or no compensation is offered for legal restrictions preventing 
alternative economic uses. 

To democratiZe a commons may seem like a good idea at 
?rst. In the long run hoWever, is a terribly destructive thing to 
do to the rights of citiZens. It is to convince a democratic 
majority that taking public control of a particular type of 
private property Without just compensation is in the public 
interest. The means by Which the majority effects collective 
claims is by controlling social assets, upon Which the property 
oWner relies to produce saleable transformation products, 
outside the boundaries of the property. Public transportation 
assets (such as roads, rivers or airspace) are necessary to 
transport supplies and goods for sale. Recognition of the 
value the property oWner’s money and bank account is a 
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social resource upon Which the property oWner has a contrac 
tual claim. The police poWer of the state enforces contracts 
and maintains respect for private property, as is necessary for 
the conduct of commerce. Collective action to control any 
factor of production is a threat to the property oWner’s eco 
nomic survival and the source of coercive poWer. It is a threat 
to the social compact by Which private property exists. 

To democratiZe a commons is also destructive to the con 
tested assets. This is because the maximum number of people 
then have a poWer by Which to extend their claims upon the 
use of the resource at a minimum unit price. Claims then 
proliferate Without limit because their cost is virtually Zero. 
There is then no motive to maintain, or improve the condition 
of the asset, or to invest in controlling the release of undesir 
able transformation products, because there is no prospect of 
a return on investment thereby. Private property is therefore 
effectively destroyed because it has no economic use. 

The ?nancial advantages of such tacit property acquisi 
tions can be enormous. As long as a majority claim can 
acquire control of the use of private property, all it takes to 
manipulate a market is to buy out the competition With the 
public’s money by manipulating public perception of trans 
formation products. When the people Who desire control of 
the use dominate political contributions, civic and civil poW 
ers collude and the individual property oWner is easily forced 
to succumb. 

It is to these mechanics that the Fifth Amendment to the 
Constitution Was Written to address uncompensated takings. 
For Without a check on the exercise of democratic poWer to 
control the use of private property, such claims proliferate 
until private property virtually ceases to exist. The legislative 
branch therefore has limited poWer to directly effect demo 
cratic claims, but has every poWer to Write laWs regarding the 
discharge of transformation products across property lines to 
be interpreted and adjudicated in the courts and veri?ed by 
administrative government. HoW transformation products in 
commons are valued and the manner in Which they are dis 
charged in commons then determines the limits of hoW prop 
erty can be used. 

The courts adjudicate damages resulting from negatively 
valued transformation products in commons. The feW Who 
can afford the investment in legal action and pro?t by taking 
competing resources out of production, have every reason to 
sponsor that ?rst case against a Weak target in order to extend 
subsequent claims over stronger rivals. This is particularly 
true When the rival property oWner produces a different and 
competing substitute good. An example Would be if a devel 
oper funded public concerns about the negatively valued 
transformation products of farming in order to render the use 
of farmland non-economic and ripe for development. A simi 
lar case Would be an oil producer attacking the oWners of 
nuclear poWer plants by sponsoring advocates of regulations 
concerning nuclear Waste. 

Lacking administrative capability, the courts seek both 
technical opinion and enforcement of the judgement from 
administrative government as a supposedly disinterested 
expert regarding the use and cost of transformation products. 
Control of use, and thus property oWnership of that use, is 
effectively taken from the property oWner and transferred to 
government. Regulation of transformation products is then 
effected through employment of a civic agent With police 
poWer to control the use of process assets inside the property 
boundaries. 

Once political or legal means are established to acquire 
collective control of private property, there is an inverse sup 
ply/demand relationship betWeen the degree of control 
demanded and its cost. Each case can extend the applicability 
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6 
of cited legislation. The rule of legal precedent loWers the 
incremental cost of successive acquisitions. The property 
oWners gradually lose the ability to ?nance resistance. Ab sent 
a pro?table use, the market value of the property approaches 
Zero. After the repeated exercise of external control, a pur 
chase easily covers any remaining claims by the impover 
ished property oWners. 

Invocation of police poWer requires enforcement that is an 
exclusive function of administrative government. As demo 
cratic claims proliferate, legislatures are overWhelmed With 
technical issues. Similarly, the courts are overWhelmed With 
cases that are protracted, expensive, and dif?cult to prove. 
Democratic demand for expediency exercised, through the 
legislative branch, has devolved much of both functions, leg 
islative and judicial, to the administrative branch because it 
has both relevant expertise and police poWers. This unconsti 
tutional abrogation of the separation of poWers combines all 
three branches of government into one that derives both its 
budget and poWer by manufacturing and enforcing claims on 
the use of property. The more externalities are identi?ed, the 
more control is extended, and the more poWer to control the 
use of the asset(s) accrues to the enforcing agent. This process 
alienates the interest of the agent from the democratic major 
ity. The asset has then devolved into a “socialized commons.” 
A socialiZed commons is an even greater evil to ecosystems 

than a democratiZed commons, because the resource is under 
the control of an entity With no structural motive to prevent or 
eliminate ecological problems. Civic management of the 
environment not only does not Work, it has every reason not to 
Work. As ecological problems Worsen, as the crises deepen, 
the claims and poWer acceded to a civic agent expand While 
the ability to fund a solution decays. History teaches that this 
is not a good thing. 
The claims by Which a commons is socialiZed are ironi 

cally often the same precedents as Were used to extend the 
original democratic claim: i.e., by extending claims against 
the transformation products of the democratic use of the 
resource. With the legal precedents in place that Were used to 
take control of the factors of production on individual prop 
erty, the civic agent noW has the legal tools to take control of 
all private property. Control of the use of land is noW in the 
hands of an agency that is alienated from accountability to the 
public claim for healthy ecosystem function. The agency 
instead serves the limited interests of the politically domi 
nant, Who gain de facto control of the factors of production. 
An example: Consider a ranch. What the rancher oWns are 

the rights to use the assets Within de?ned boundaries. These 
assets are employed selectively as factor inputs for a speci?c 
use, for example, selling beef. Natural process assets (fungi, 
native grasses, mineral soils, a creek, and soil bacteria) are 
combined With purchased factor inputs (fertilizer, grass seed, 
electricity, and diesel), to convert these inputs into starch, 
cellulose, sugars, and proteins (forage). The rancher com 
bines labor, capital investments in arti?cial process assets 
(breeding stock, fencing, or a dam), intellectual property, and 
Zero-priced goods (sunlight, rain, carbon dioxide, oxygen, 
and nitrogen) to produce transformation products of these 
processes and inputs. The rancher produces a range of eco 
nomic transformation products: burgers on the hoof, milk, or 
logs on a truck. There are also non-economic transformation 
products of ranching: a pastoral vieW of the ranch, riparian 
nitrates, rainWater runoff, urine, feces, forest acreage, carbon 
dioxide, oxygen, and various other, perhaps unpleasant, gases 
for Which the property oWner does not account. 
Most of the transformation products of the ranch are eco 

nomic externalities: goods that do not produce an economic 
return and that affect the use of commons by others. The 
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rancher earns no proceeds for the vieW or for brush control in 
the forest, and pays no penalty for horse ?ies, carbon dioxide, 
and methane. These are economic extemalities of the ranch 
er’s operation. 

Suppose the rancher sells some land to pay property taxes. 
A developer buys the land and converts the use to residential 
housing. The neW residents enjoy the light re?ected off the 
ranch as a vieW. They may use the ranch for other forms of 
entertainment, With or Without the rancher’s permission. 
They might have invested a marginal sum in the purchase 
price of their land, because of its proximity to the ranch. They 
don’t particularly complain about the available meat, the 
quiet of the countryside, or the other positive extemalities of 
the ranch, nor consider that its economic viability maintains 
open space. They like to go hiking there. 

The residents inherit commons containing transformation 
products of ranching, some of Which they consider deleteri 
ous to their residential use of commons. To have a case by 
Which to enlist a civic agent in support of their claims, they 
must focus only upon the transformation products of the 
ranch operation that constitute negative externalities outside 
the boundaries of the ranch. They complain to the authorities 
about the taste of the Water, its suitability for sWimming or 
?shing, and the algae on the surface as transformation prod 
ucts in a mobile commons: Water. The claimants focus exclu 
sively upon extemalities negative to their preferred use of 
commons as a vehicle by Which to enlist a civic agent to 
enforce a collective claim. An enforcing civic agent is not 
necessarily a disinterested arbiter. The agent inevitably rec 
ogniZes that to control the enforcement of the use of private 
property is equivalent to acquisition of partial property oWn 
ership. There is no corresponding propensity to Weigh the 
total integrated economic impact of the ranch because posi 
tive extemalities of the ranch or minimiZing the cost of treat 
ment have nothing to do With the claims against Which control 
of the ranch is acquired. It is a system that focuses only upon 
harm. 

The claimants and agent then focus action upon acquiring 
control of the use of the rancher’s process assets. This is 
accomplished through regulation of the source of transforma 
tion products adverse to their preferred use. The representa 
tives of the competing interests draft rules to be enforced by 
the civic agent. To manipulate distinctions of method and 
concentration as to bene?t a particular treatment or use of the 
property is a temptation for corruption because it is at the 
discretion of the regulator. 
As concentrations of transformation products in process 

outputs approach Zero, even minute reductions in concentra 
tion can greatly increase the cost of treatment. Both claimant 
and agent are motivated to select attainment speci?cations 
that necessarily invoke the most expensive technologies. As 
the cost of compliance consumes a higher fraction of the sale 
price of the economic good, the return on the original use 
approaches Zero. Once the return on assets goes negative, 
investment in improving technology to reduce production of 
negative extemalities becomes negatively valued as Well. No 
one Would develop neW control technology because no one 
couldpay for it. If there is no return on the use of the asset, that 
use of the property Will be abandoned, as it has become a 
Zero-priced good. 

Both claimants and the enforcing agent are motivated to 
focus upon concentrations of transformation products that are 
most di?icult to control or attain because it is those properties 
that yield the greatest degree of control. The ?ght With the 
regulator devolves to one of seemingly trivial details regard 
ing differences in speci?cations, measurements, penalties, 
and enforcement governing the rancher’ s use of assets. All of 
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8 
these considerations structurally diverge from environmental 
health because that Was never the objective. 
The higher the regulatory cost to control the transformation 

products, the more complete is the civic control of the use. 
Collective claims are treated as if they are property because 
they have speculative value by Which to gain control of the 
asset. The civic agent or its sponsors start to measure and 
quantify the negative transformation products of the process 
appropriate to the perception of their value to a residential 
use. Rarely does either acquiring interest consider the pos 
sible unintended ecological consequences of their actions, 
among other reasons, because they have little experience in 
ranching and no accountability for the consequences, other 
than to secure their intended use. The legal process is thus 
immediately alienated from its purpose to establish justice 
and the regulatory process directed aWay from ecological 
health. As long as there are claims to extend upon the rancher, 
that use of the land is an asset With Which to advance a civic 
career. There is little civic accountability for determining a 
successful balance among the competing interests in the use 
of the land, indeed, very likely the contrary is true. Ecological 
problems are a source of civic claims by Which to control the 
entire economy, Which is antithetical to the purpose of envi 
ronmental regulation. 

Another example: The rancher has a stand of timber. The 
rancher invests capital to plant trees on the land and uses a 
combination of Zero-priced goods and natural process assets 
to support their groWth. The rancher announces a plan to 
harvest the forest. The surrounding residents then complain 
that the transformation products of the timber production 
process harm their residential use of Zero-priced goods. The 
air could carry dust and noise of chainsaWs and helicopters. 
The light re?ected off the property might carry a potential loss 
of “vieW-shed.” The residents claim that the rancher’s use of 
natural processes that produce trees creates transformation 
products that degrade the economic value of their residential 
use of commons that leave the rancher’s land. There is seldom 
a dollar value to such claims; the residents just Want the 
rancher to stop cutting trees. 

The residents focus the threat of potential harm to enlist 
democratic support from numerous urban claimants for pro 
tection of “priceless” resources by using similar arguments of 
harm to urban uses of commons. The runoff from the property 
might carry sediment into a reservoir. Logging trucks may 
damage roads. A majority can then exert democratic poWer to 
enlist a civic agent to exert coercive force over the rancher’s 
use of collectively held assets, such as the road. Lacking 
suf?cient political or legal poWer, the residents might enlist a 
Non-Govemmental Organization (NGO) to “force” a civic 
agent into asserting control of the rancher’s property. Where 
Would the resources of the NGO come from? Those Who had 
?nancial interests in the use of the property Would have every 
reason to make such a tax-deductible donation, for example, 
a developer. 
A civic agent has the poWer to execute coercion through 

jurisdiction over public roads, operating licenses, or permits 
upon Which the rancher relies for the conduct of timber opera 
tions. The civic agent can block access to the harvest, or place 
speci?cations on the transformation products of the harvest 
such that the control measures are expensive enough to render 
harvesting the forest unpro?table. An example Would be a 
“Zero discharge” speci?cation for silt from timber harvesting. 
HoWever, erosion is a necessary environmental process that 
proceeds no matter What anyone does and alWays has. The 
smaller is the amount of dirt alloWed in the creek, the more 
impossible it becomes to comply, until the timber becomes a 
Zero-priced good. 
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The residents never once had to contest the property right 
of the rancher to cut the trees, but instead removed the option 
to sell them at a pro?t. The residents have thus converted the 
use of private process assets that groW trees Within the ranch 
er’ s property lines from outside the property boundaries. The 
trees are noW Worthless as timber, and their residual value is 
reduced to a speci?c set of uses: scenery, entertainment, and 
augmentation of residential value all accruing to the sur 
rounding residents. They have gained control of the use of 
private property for nearly free, and its only product is there 
after a democratiZed commons, so called because the use is 
constrained to a preference determined by majority rule. 

The rancher noW has no economic motive to invest in the 
forest. It costs too much for too little return. Meanwhile, taxes 
have risen because of the proximity of the houses, traf?c is 
making it very costly to make and take deliveries, and sup 
pliers are going broke and leaving toWn. The cost of compli 
ance is such that the feedlots along the freeWay are noW more 
competitive. The rancher tries to cash out Whatever is left of 
the land value to a developer Who has su?icient clout to 
overcome the objections of the local residents. The sale is at 
a considerable discount to the total resource and residential 
value. Everybody loses, except the developer. 

If the residents have su?icient political poWer, they can get 
the State to buy the property as a public park. The use still 
accrues to the democratic majority and bene?ts the property 
value of local residents. If the urban democratic majority, that 
does not use the park, resists paying for the maintenance, then 
the forest falls into a state of mandated neglect. It becomes 
subject to local overuse, pest infestations, ?re, and eventual 
landslides that might even take the residents With them. It 
happens. Everybody loses, except the civic managers Who 
move to protect the forest from the public. They declare 
overuse a problem or cite sediment from development and 
nitrates from septic systems to be a threat to the same creek 
that the residents had used to take the forest from the rancher. 
The forest is noW a socialiZed commons serving only the 
interests of the managing agent. As long as there is a problem 
With the forest or a nearby creek, the agent noW has the poWer 
to control the residents. The focus of action Will be upon 
regulating the public, not upon accounting the passive degra 
dation that Would require investment in the forest to repair. 
Indeed, the forest is noW held hostage by the agent, Who can 
demand payments to “protect” it by any means, regardless 
hoW inef?cient. A civic agent has every reason to fail because 
failure generates justi?cation for additional funding to solve 
the problem, transforming the forest into not only a haZard, 
but an economic liability. 

In sum, the democratic majority premises its arguments 
upon externalities that result from the rancher’ s use of process 
assets. The employment of a civic agent extends the applica 
tion of the rules that can then be used to control the residents 
by precedent, if not by uniform regulation. This example 
clari?es the legal road from a constitutional republic, to 
democracy, to socialism. The terminology used herein 
re?ects the exercise of those means. 

Collective claims upon private assets can only be exercised 
against uses of processes that induce externalities to collec 
tive uses of commons. The person Who purchased the land 
loses asset value With each neWly de?ned claim. Claims can 
be multiplied by reinterpreting transformation products as 
negative externalities. Subjective interpretations enlisting 
democratic poWer can be effected simply by manipulating 
popular opinion. As the cost of acquisition drops to the cost of 
publiciZing subjective opinion, the siZe of acquisition 
required to provide the same perception of emotive bene?t 
rises accordingly. The claims become ever larger. The greed 
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for continued acquisitions is insatiable because they are 
acquired at minimal cost. As the claims proliferate, the asset 
value continues to decline in anticipation of additional claims 
and, eventually, any remaining commodity value of the land 
to its property oWner is destroyed. The land is ultimately 
treated as if it is Worthless because its assets no longer provide 
a predictable return upon investment. The ambiguity, scope, 
and number of claims eventually meet declining availability 
of property to take. The claims eventually overlap. The pro 
cess is unsustainable. It has no means to Weigh claims but 
political. Political struggles over resources With survival 
value have historically led to Wars and revolutions. 

Given that the ability to gain personal control of commons 
is based upon the ability to make a political sale, several 
factors come into play: (1) a simple justi?cation to maximiZe 
the applicability of the claim to individual perceptions and 
desires; (2) a majority perception that acquisition comes at 
minimal personal cost; (3) poWerful bene?ciaries With su?i 
cient personal interest and resources to fund and execute the 
taking; (4) collective bene?ts that are dif?cult to measure or 
long deferred; and (5) control of communications media to 
consolidate political forces becomes the means to control the 
factors of production and key to the control of Wealth. 
The need to maintain a sense of crisis leads to shortsighted 

decisions and the unconscious realiZation of self-ful?lling 
prophecies. It creates a smokescreen for the exercise of cor 
rupt intent. The repeated application of mechanics like this 
lead to the unWitting vengeance of self-destruction. A system 
that so arti?cially distorts its priorities is not likely to render 
an objective resolution among competing risks, particularly 
When there is so poWerful an ulterior motive. The more such 
competing claims proliferate, the more strident are the 
expressions of concern, the greater becomes the subjectivity 
of justi?cations for speculative measures With an increasing 
likelihood of grossly destructive errors. 

To take appropriate action one must analyZe the balance of 
risks under the variety of circumstances as exist. It Would take 
an enormous number of experimental trials. Private capital 
can provide the necessary ?nancial resources, only if it can 
regenerate itself. Donated and con?scated public funds can 
not do thejob. It is just too big. 

It is astounding that so many potential risks associated With 
human action are so seldom Weighed against the virtual cer 
tainty of errors of inaction. Every dynamic variation in nature 
has bene?ts for some individuals and adverse consequences 
for others; it is the nature of differentiated and competitive 
systems. It is not uncommon for species virtually to disap 
pear, only to return years later after a natural disturbance, such 
as a ?re, ?ood, volcano, or recovery from over-predation. To 
claim that any change in the distribution of natural popula 
tions justi?es radical changes in land use could be appropri 
ately regarded as extreme until science had proven otherWise. 
A management system that derives poWer by constraint auto 
matically biases the system toWard alloWing no human inter 
vention of any kind. If one prevents action and the crisis never 
materialiZes, one can then claim success, Whether or not the 
threat Was real. If on the other hand, the problem groWs, the 
administrator can claim that funding Was insuf?cient to solve 
it, Without fear of accountability. This has been repeatedly 
true in the case of initial infestations of exotic pest species. 
The con?ning nature of the “prevent harm” ethic leaves its 
advocates With the constraint that control measures must be 
minimally intrusive, even if destructively ineffective. Under 
the control of tho se Who derive their mandate by environmen 
tal problems, the patient Will likely Worsen, a victim of a 
self-ful?lling prophecy, no matter hoW much money is spent 
in resulting crises. 
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Any democratic system is manipulated by the politically 
dominant. It thus comes as no surprise that the property 
oWnership systems the politically dominant propose are to be 
“collectiviZed” among the people, but administered by an 
agency dedicated to their interests. Under such a system, that 
frightened mob may Well get the environmental crisis that 
they fear. 

Property rights as a matter of natural laW and as protected 
by the 5th Amendment really are that important. If the price 
for the control of land resources is but the de?ection of the 
Winds of political fashion, the available Wealth to support, 
defend, and nurture the land is minimized. What ends up 
forgotten in the political acquisition of “commons” is the 
need to maximize the economic value of these goods to the 
land. With the declining public perception of marginal bene?t 
is a declining marginal economic value of the land itself as is 
exempli?ed by the distress of farms, ranches, forestry, and 
mining, WorldWide. If We should destroy the economic basis 
generating Wealth found in resource lands, We Will lack the 
tools, money, and knowledge to do the Work of habitat resto 
ration and enhancement. Without the objective e?iciency of 
market-based capital allocation processes, the distribution of 
resources Will not ef?ciently differentiate according to need. 

Ecological issues are seldom simple. They vary consider 
ably With different situations and over time. They often 
involve enormous costs to a feW individuals and have public 
bene?ts that are di?icult to measure. The economic value to 
the individuals Who Would gain control of those resources 
provides motive to invest in making the political sale, regard 
less of the technical or ecological compromises. It thus 
becomes unlikely that, in the heat of political and legal battle, 
the solutions offered Will adhere to the principles of the sci 
enti?c method. The idea that neglect is alWays benign pre 
supposes that natural systems can ?x any problem unassisted 
and contradicts the very purpose for regulatory policy. HoW 
then, do We devise an ef?cient and objective system that 
motivates and extends the state-of-the-art of ecosystem man 
agement? 

Regulating Behavior by Civic Coercion. 
Over the course of industrial expansion across America, 

civic authority selectively ignored or deferred governing 
decisions about accountability for economic externalities. 
Whether they Were associated With manufacturing, agricul 
ture, transportation, or resource extraction, government made 
all the ?nal decisions about permits, leases, homesteading, or 
transportation subsidies. Government also chose to ignore 
pollution, erosion, or automobile safety until they Were seri 
ous problems. 

The early manifestations of civic management systems 
took tWo forms. The ?rst Was dispensation from responsibil 
ity for economic extemalities (of Which the history of pollu 
tion management is an easily understandable example). The 
second form Was direct subsidy, examples of Which are: min 
ing claims, irrigation and ?ood control projects, public roads, 
and agricultural price supports. Individuals and corporations 
have gained these dispensations and subsidies by political and 
legal means. 
A century ago, continuing economic progress Was the con 

sensus democratic goal and the political resource manage 
ment system made it happen. People Wanted cheap materials 
and supported the sale of government resource lands for 
virtually free. Such popular license Was also a serious matter 
of cultural respect for private property rights and individual 
freedom. Only after a democratic majority of the voting pub 
lic took interest in environmental degradation, did govem 
ment force a change in policy. Though the priorities have 
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changed, that transformation has employed the same political 
and legal means as originally used to abet the perpetrators. 
The intent to improve might seem to be genuine, but are the 
priorities truly any more ecologically sound? The policies of 
the last 150 years have much in common With the current 
proposals of environmental activists, namely, they presup 
posed democratic control of land; they Were based upon the 
political value systems of the day; they mandated single 
methodologies over Widely diverse conditions; they 
depressed the pro?tability of privately held forestland; they 
con?scated the use of resource land for the exclusive bene?t 
of politically dominant urban populations; they Were enacted 
through laWsuits; and there Were rapid changes, With enor 
mous economic consequences, under a crisis mentality, and 
Without accounting for side effects. 

The debate concerning Whose preferred politically and 
legally coercive path must be used, fails to note that it is the 
political and legal process that is incapable of optimal, tech 
nical solutions. It is not a matter of Whether We should alloW 
people to do Whatever they Want, or Whether humans must 
WithdraW from ecological intervention to protect or repair the 
environment. Political and legal processes are simply the 
Wrong tools With Which to best manage dynamic and com 
petitive ecosystems. The idea that government should hold a 
monopoly franchise to coerce politically preferred uses of 
private property, presupposes several errant assumptions, 
namely, that civic policy-makers are uniquely capable of 
environmentally appropriate economic choices in every 
instance; that administrative government possessing coercive 
poWers is an objectively disinterested arbiter; that the unin 
tended adverse environmental consequences to the regulation 
itself Will not outWeigh the bene?ts; and that there is no 
preferable alternative With Which to motivate extension of the 
limits of land management technology. 
Most of our critical environmental decisions have come out 

of courtrooms, structured upon an adversarial assumption: a 
Winner-take-all battle, decided by the uninvolved and techni 
cally incompetent. The structural problem, With the use of 
legal processes to decide environmental remedies, is that they 
are shaped by bipolar outcomes: Whether by adversarial legal 
process or tWo-party political system, bipolar decision-mak 
ing systems are structurally biased toWard con?ict. Adver 
sarial con?ict inexorably proceeds toWard a bipolar structure 
Whatever the battleground. Bipolar opposition creates a 
numerical minimum of possible options because each adver 
sary needs to maximiZe its contingent. It drives the bases of 
argument to re?ect differentiating properties and reduces the 
possibility of acknoWledging either common ground or exter 
nal options. The very facts necessary to achieve a satisfactory 
synthetic solution may thus be omitted from the argument, 
entirely. LaWyers do not make as much money by ending a 
contest With an agreement or by ?nding that the Whole point 
of contention Was a mistake. There is little likelihood that a 
pair of adversaries Will opt for a solution that re?ects the 
interests of a third party. The cost of con?ict and the subor 
dination of ecological objectives to legal strategy preclude 
objective study of options appropriate to the resolution of 
disagreement. Both legislative and adjudicative proceedings 
sponsor supporting expert opinions, With consequently diver 
gent bias. Legal training presupposes the projected assump 
tion of artful dissemblance, discounting all testimony to the 
listener’s personal opinions. Knowing this, When confronted 
With divergent testimony, politicians (predominantly laW 
yers) seek “experts in the ?eld.” The points of discussion thus 
graduate to extremes, respective of their bipolar positions, 
and diverge from their scienti?c bases. 
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As legal strategies overtake other objectives Within the 
activist organization, the collection of expensive data increas 
ingly respects its source of sponsorship by the ?nancial grant 
ors for the research. The money source thus skeWs the data, 
much the Way opinion modi?es perception. The solution set, 
as intersects the interests of the legal opponent, is avoided as 
a possible point of unnecessary concession and Weakened 
argument. This process taints the conduct of all science. 
When government and legal advocacy assume the principal 
role for the distribution of research funds, the propensity for 
scientists to serve sponsoring interests increases markedly. 
Technical decisions are seldom completely deterministic, 
made instead among countervailing properties that must be 
Weighed. The more complex the system under consideration, 
the more likely that a large number of technical disciplines 
Will apply. FeW subjects are more complex, or involve more 
technical disciplines, than human interaction With ecosys 
tems on a real project. There are, consequently, no experts 
Who possess the intellect and experience necessary to Weigh 
all practical and technical ecological considerations in even 
one instance. 

The breadth of expertise on a public university campus 
should render their consultative product capable of integrat 
ing a Wide range of technical expertise toWard solving eco 
logical problems. Unfortunately, the politiciZed structure of 
university “Environmental Studies Departments” precludes 
delivery upon that reasonable expectation. These venues con 
trol the process that produces “experts-in-the-?eld” for envi 
ronmental testimony in court and before legislative hearings 
because they control the credential system that confers the 
status of expertise. Investigation of the distribution of faculty 
credentials therein reveals a large fraction of social scientists. 
The politiciZation of the sciences at universities is a testament 
to the degree that government and foundation grants have 
assumed so much control of the universities. It has rendered 
research results suspect and redirected scienti?c Work toWard 
the socialiZation of private process assets. It may be bad for 
science, but it has been an absolute bonanZa for the “study 
the-problem” business Where universities and government 
have a virtual monopoly. 

Besides a subsidiZed advantage in marketing expertise, the 
universities have a virtual lock on the raW material supply of 
graduate student labor. Once a professor receives a grant to 
fund a study project, he or she can then recruit graduate 
students to do the Work necessary to earn advanced degrees. 
Graduate students need to specialiZe in order to get advanced 
degrees, Which focuses their expertise upon a narroW topic. 
Thus, many of our “experts” are people Who knoW an 
immense amount about very little, With a loW probability that 
the subject matter Will have application to a speci?c issue. If 
a problem has multidisciplinary requirements, then a post 
doctoral candidate is the Wrong “expert” for real ecological 
problems. The post docs, Who aren’t offered tenure, need 
jobs, and more importantly, they need jobs that provide a 
return on their investments in obtaining that credential. The 
professors, Who distribute the grant money for graduate study, 
can strongly in?uence the opinions of the students With 
grades and potential faculty appointments. They can also 
in?uence private consultants, competing for consulting con 
tracts, through the peer-revieW process. 
When a technical team publishes a study report, it must 

pass peer revieW to be considered credible. In pure form, peer 
revieW is a Wonderful thing. Through objective criticism, one 
learns What is missing, What is unnecessarily pointed or con 
tentious, Where supporting citations or data are needed, etc. A 
problem With peer revieW arises When conclusions are pre 
sented that are su?iciently controversial to upset the gravy 
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train for funding. It becomes a career-threatening move to 
break ranks. Another factor involved in taking controversial 
positions is that of simple conservatism: the Precautionary 
Principle. No one Wants to be the authority Who said “Go 
ahead, there Won’t be a problem,” only to regret it later. It is an 
acculturated Willingness to assume that to take no action is 

harmless, for Which culpability is nearly impossible to a?ix, 
rather than an attempt to act on an objective degree of risk. It 
is simply safer to posture as “protecting the environment” 
than to say that a particular human enterprise is harmless, or 
perhaps, bene?cial. 

In order to meet the standards of scholarship, the thesis 
must properly re?ect the evidentiary standards and verbiage 
of the specialty peerage. The result Will be that feW outside 
that group Will understand the study Well enough to question 
its conclusions, Without technical experts of their oWn. The 
real meaning of the data can only be extracted from direct 
analyses. Research conducted While developing the present 
invention encountered technical papers Whose conclusions 
Were diametrically at odds With the supporting data! It is more 
common than one Would think, that the political product of a 
study, its summary remarks, have little use other than to 
advance the particular agenda of the grantor. NGOs and gov 
ernment issue most grants involving environmental issues. 
The professors Who manage these studies maintain their sta 
tus by publications of the results; thus, their expertise is 
directly related to their ability to raise grant funding. No 
grants, no credentials. No credentials, no expertise. No 
grants, no cheap grad student labor. No labor, no data. No 
data, no publications. No publications, no grants. 

Unfortunately, ecological health is not a thing to Win or 
lose in a litigious ?ght. In many respects, the real barrier to the 
service of our charge is the adversarial assumption itself, 
because it assumes resolution through bipolar con?ict. Opti 
mal solutions cannot be subjected to the structural require 
ment of a binary outcome. Perhaps a competitive system 
among people striving to do their best for ecosystem health 
might be someWhat less destructive and more apt to engender 
cooperative behavior. Political processes, by Which environ 
mental prescriptions are currently mandated, are no better. 
Allegiances to voters no more create optimal syntheses of 
divergent philosophies, than do legal cases. They are still 
bipolar decisions that often mandate their compromises 
among extremes. In cases Where one side does not Win out 
right, the Warring factions trade Whatever they value least. 
The important factors go one Way or the other, depending 
upon Whom is in poWer, seldom re?ecting a harmony of any 
philosophy. 

Within the respective political constituencies, it is the 
extremists Who take charge of the group agenda. These are the 
people Who personally bene?t enough to expend the energy 
toWard their respective agendas. Extremists are incapable of 
either compromise or Weighted analyses of relative risk 
because the competing extremists Within their group Will 
tolerate them as leaders only as long as the majority perceives 
that they are succeeding. Political and legal control systems 
are thus open invitations to corruption and manipulation by 
those With the most to gain. It is fanatic, “deep ecologists”, 
corporate grant-makers, and industry lobbyists Who advance 
and de?ne the agenda for environmental decisions, Whether 
anybody else likes it or not. Political appointees prefer to 
adhere to the realities that are the source of operating cash 
?oW. Public agency employees have the exposure to the costs 
and bene?ts of targeted legislation With Which to extend in?u 
ence beyond their numbers. They also conduct either direct 
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lobbying efforts of their oWn or fund NGOs to do it for them. 
The system consequently grows irreversibly, Without effec 
tive challenge. 

Government mandates end up as ?xed prescriptions 
because civic agencies are inherently stabile. Nature is nei 
ther static nor compliant to speci?cation. If the conditions 
upon Which rule systems operate change over time, then static 
prescriptions end up being misapplied. We have alloWed 
administrative government to also function as legislator, 
police, prosecutor, and judge, as funded by the penalties 
collected. With that much poWer in control of the factors of all 
economic production, it is a system motivated to tyranny. 

To a bureaucracy, problems justify a cash ?oW. Those 
responsible for managing ecological problems are motivated 
to expend time and resources to acquire and retain neW 
administrative turf, not to eliminate the need. Any civic 
investment in a neW problem thus requires neW people and a 
neW administrative body in addition to the old, justifying a 
neW infusion of cash. Problems can thus be considered the 
assets of the regulatory enterprise. When those problems are 
a source of income or a sense of personal purpose or social 

poWer, just try prying them loose. There are tens of thousands 
of such people in the regulation industry. They collect pay 
checks and Watch them disappear, just like everybody else. It 
Would be daft to assume that they are, by virtue of either their 
individual intent or the purported purpose of their Work, either 
evil or benevolent. If you Want a place to spend in?nite 
money, and you Want it all to go doWn the drain While the 
problem gets Worse, you couldn’t ?nd a more demanding 
Welfare case than “The Environment.” There are no checks on 

this system to assure that it is producing a product that meets 
the objective requirement to be bene?cial. If the system back 
?res and produces a counterproductive result, there is no 
mechanism by Which it Would voluntarily reorganiZe. 

The inherent complexity and intensity of democratic 
struggles over land use is the reason the decision-making 
process Was delegated to appointed panels of experts in State 
boards. Unfortunately, as the poWer of both activists and 
lobbyists has groWn, as rules have propagated into thousand 
page manuals, and the competing interests of numerous fed 
eral agencies and court cases has come into play, the pressures 
on these panels of political appointees have left them With 
both feWer options and con?icting results. Management by 
appointed boards has consequently devolved to its political 
and legal origins. The complexity of government rulemaking 
entrenches a system of opposing lobbyists, either side depen 
dent upon the continuing existence of the civic agency. The 
only experts in implementation, then, are the direct bene? 
ciaries of regulatory complexity and continued contention. 
Civil agencies are, thus, inherently likely to develop maladap 
tive systems. 
From the perspective of system-design, punishments for 

rule violations are means to deal With system failures. The 
further a practitioner drifts toWard the criminal side of legal 
timber practice Without facing prosecution, the greater the 
competitive advantage in the bidding War for the resource 
product. Because interpretation of the rules is subjective, a 
reasonable doubt threshold is di?icult to attain. To be ?ned 
one must go beyond the bounds of the laW. Although a bad 
actor can lose his of her license, that person can alWays Work 
under the supervision of another. It just doesn’t Work. One 
reason for this mess is that many rule changes are Written With 
ulterior motives. LaWyers demand documentation by Which 
to prove a case. Activists seek to magnify the administrative 
costs. Practitioners Want rules that can be met Without ambi 
guity. The system’s attributes end up becoming more impor 
tant to the transacting participants than is its purpose, Which is 
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Why so many environmental regulations back?re. The system 
is broken. It needs a competitor. 

Political Manipulation of Asset Value by Regulation. The 
preceding discussion presupposes that the civic environmen 
tal management system is Well intentioned, but structurally 
?aWed. The former is no longer entirely true. Once govem 
ment gets its hands upon the factors of production, it isn’t long 
before industry leaders recogniZe a patronage system for 
What it is. When a system is capable of either handing them an 
oligopoly or destroying them, the politically dominant Will 
learn to take advantage of it to survive. Those With suf?cient 
political pull are obviously tempted to manipulate the deal 
and sell out their competitors. 
The corporate Winners use their pro?ts to start a tax-exempt 

foundation With Which to fund political advocacy Without the 
annoyance of campaign contribution limits and the advantage 
of deniable culpability. They use the charitable donations to 
lobby politicians, fund groups of NGO activists, and gather 
data supporting speci?c legal action as bene?ts cases spon 
sored through the NGO. The regulatory system thus ends up 
a triumvirate among NGOs, industry monopolists, and gov 
ernment regulators. The mechanics Work as follows: 

1. There are economies of scale associated With regulatory 
compliance, as With any other cost of production. Capable 
compliance to rules becomes a barrier to entry and a means to 
target existing competitors. 

2. Rules can be tailored to the advantage to those possess 
ing property With favored attributes. Competitors can be tar 
geted by similar means. 

3. Selective enforcement, through bribes, friendships, and 
political connections, is a problem as old as government 
itself. 

4. Regulatory constraint of supply can raise the capital 
value of assets in production through monopoly pro?ts. 

Private interests sponsoring environmental groups seek to 
control the asset value of resources that affect commodity 
prices, chie?y of energy, food, housing, raW materials, and 
minerals. It is easy to do. One need only successfully attribute 
harm to a majority interest in the use of a competing resource. 
These can be either direct competitors or suppliers of a sub 
stitute good. 

There are numerous tools by Which political forces imple 
ment political in?uence of asset value. Examples include tax 
policy, land use and Zoning laW, the threat of eminent domain, 
and regulatory speci?cations as affects speci?c industries, 
locations, markets, or constituents. The purpose of this dem 
onstration is to represent hoW the politically dominant 
manipulate environmental regulation to improve the invest 
ment return on assets. Political and legal advocacy can be a 
very a good investment. Tax-based control of use occurs When 
an asset is taxed as property against What government has 
determined to be the “highest use” as opposed to that in Which 
it is employed. If the return on assets is insu?icient to fund the 
taxation that use has been effectively taken. In?uence is exer 
cised through a feW badly paid local planners or politicians. 
An example is that a developer might ?nd a pro?t on lots 
purchased for speculative purposes by advocating adjacent 
open space through civic acquisition. Urban speculators can 
in?uence rents through consolidation of greenbelts around 
cities by Zoning laW, public open space district acquisition 
through eminent domain. The cost of public purchase is sup 
pressed through aggressive enforcement of environmental 
laWs to specifying minute concentrations of pollutants or 
demanding speci?c measures for protection of habitat for 
endangered species. In this case, the bene?ciary of the civic 
acquisition does not pay for that asset. 
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The public has ceded unconstitutional acquisition of con 
trol of resources through laWs favoring NGOs that purport 
edly advocate for environmental protection in the courts, 
citing increasingly extended interpretations of harm accord 
ing to existing environmental laW. The legal representatives 
of these corporations cycle through a revolving door as politi 
cal appointees in civic regulatory agencies. Public acquisition 
for the purposes of manipulating the value of resources that 
produce energy is noW conducted on a grand scale. Nuclear 
poWer has been entirely Withdrawn through NGO laWsuits. 
Species (for example salmon) have been maintained as 
endangered over the entire Paci?c Northwest even When 
present in record numbers after a cyclical doWnturn. Billions 
of dollars Worth of electricity Was foregone With no demon 
strated need and no objective bene?t to the ?sh. The nation’ s 
largest deposits of loW sulfur coal Were acquired through 
Presidential Executive Order. Gas reserves on the Western 
Slope of the Rockies and all Paci?c Coast offshore oil and 
natural gas Were similarly con?scated, and access to tens of 
millions of acres of public lands Were denied for similar 
purposes as justi?ed for forest protection. Environmental 
NGO activist laWyers noW sit on the Boards of Directors of 
major electrical producers Who refused to produce plant 
capacity. The resulting energy crisis across the West has pro 
duced tens of billions of dollars in additional revenue to those 
fossil fuel companies remaining in production. Meanwhile, 
public land managers ignored the dire Warnings of forest 
professionals that such set asides Would induce disastrous 
?res and seven million acres of those forests burned in the 
year 2000 alone to con?rm that prediction. 

The exercise of poWer in political systems is just too much 
temptation to trust its players to manage ecosystems out of 
altruism. It puts the politically dominant in control of all 
economic factors of production. That leverage is too great to 
trust our future and our freedom. One has to Wonder hoW it is 
that such civic acquisition strategies, functionally equivalent 
to conspiracy, could operate on such a scale for so long. 
People don’t have to exercise conspiracy and collusion con 
sciously for it to be such, particularly When governmental 
institutions are dominated by an entrenched group Whose 
ideas and perceptions are immune to challenge and uncon 
strained by accountability. A functional conspiracy can be 
constructed merely out of acculturated personal preferences 
and social a?iliations at the golf course, in civic organiZa 
tions, at Work, or just among friends. These social groups are 
poWerful people: academics, laWyers, planners, politicians, 
real estate agents, ?nanciers, and developers, Who all share a 
similar focus to implement their preferences by the means at 
their disposal. Bureaucrats consider the exercise of prefer 
ences to be an entitlement of the assumed expertise associated 
With a civic mandate. Except for a very feW individuals 
among the development community, the present inventor’s 
research did not discover evidence of evil intent or conscious 
conspiracy, although there Was indication of obvious manipu 
lation, preference, and Willing obedience to questionable 
“requests.” 

Instead, there is a larger evil. It is an individual sense of 
entitlement, acculturated through the entire regulatory, activ 
ist, media, political, and legal community. It is the subjective 
propensity to project “What should be done” With private 
property in service to personal preference and Without 
accountability for the results. This is, by de?nition, What it is 
to covet. It is a self-deception, by Which one entitles oneself to 
take the use of property Without buying it ?rst. It takes so long 
for the results of this kind of thinking to manifest, there is so 
much struggle involved, and there is so much self-reinforcing 
subjectivity Within a poWerful social group, that it really isn’t 
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hard to misattribute the results and fail to see the conse 
quences of one’s oWn invisible hand. This greater evil is 
inherent to socialiZed commons. Nobody Would think that it 
is optimal that nature should be managed under a system that 
knoWs only coercion. It isn’t logical to expect expertise from 
inexperienced urban youth, blinded by fashionable ideology. 
One shouldn’t expect solutions from bureaucrats With a struc 
tural motive to perpetuate problems, nor should ecosystem 
management algorithms be designed by politicians and laW 
yers. 

To accuse capitalism of environmental damage because of 
“greed” on the part of individuals belies the fact that the 
system We are using has been government resource control, 
all along. It has alWays served Whomever happened to be in 
poWer, Whether by political payoff or by majority support. 
LaWyers, foundations, academic grant hustlers, and NGO 
grandstanders, many of them ignorant of resource manage 
ment practice, are noW mucking about With the environment 
just as destructively as any timber baron or strip miner ever 
has, and on a scale of Which they could never dream. 
The sheer scale and intensity of the catastrophic ?res, the 

unabated spread of Weeds, and the misery that has befallen so 
many “reintroduced” predators, all have resulted from mis 
guided efforts to force nature to comply With human dreams, 
coupled With the civic resources capable of making huge 
mistakes. All are all-too-commonly folloWed With ?nger 
pointing, backtracking, and denial, With the ubiquitous 
excuse of “insuf?cient funding.” “Mother Nature” is being 
reduced to a Welfare case. It is not ?xable by “neW leader 
ship,” more money, or higher standards of professionalism. A 
regulatory system inherently does not Work because its moti 
vational structure can not be designed according to natural 
laW. Nature is dynamic, adaptive, competitive, and uses dis 
tributed risk to integrate individual interests. Free Markets 
have all of those attributes along With the prospective intelli 
gence and creativity of human beings. 

Regulatory government is a tremendously crude system. 
Compare the number of variables it can handle, the speed of 
decision-making, and its operating overhead costs against the 
sophistication and ?exibility of a free market. Compare the 
predictive capacity, adaptive response time, and ef?ciency of 
the Chicago Board of Trade, against a County Planning 
Department. Compare the complexity of producing a permit 
revieW to the manufacture of an automobile or computer. 
There is no comparison. The question really is: HoW Would a 
free market, motivated to reduce or avoid costs, choose to 
incorporate the cost of extemalities into the conduct of opera 
tions? Let’s take a look at some clues from existing private 
regulatory systems. 

Existing Private Regulation: Certi?cation Systems as Partial 
Solutions. 

There are several existing certi?cation systems that dem 
onstrate the present invention’s applicability to environmen 
tal laW. Each has de?cient properties. The ?rst regards manu 
facture of electrical appliances, and the second, forest 
certi?cation. 

Insured Certi?cation in Manufactured Goods. Certi?cation 
companies have no incentive to corrupt their standards for the 
bene?t of any particular industrial concern. The reason is that 
they have earned their public con?dence in diversi?ed mar 
kets. The loss of con?dence in any one of them Would spell 
total loss for all. In this system, a second level check on their 
behavior is the ?nancial cost of the reinsurance they carry, 
based upon their record of misjudgment. 

Consider the example of electrical appliances. This indus 
try recogniZed, long ago, that electrical appliances carry 
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potentially fatal hazards. The products Were subject to misuse 
and damage. Production standards Were variable. In order for 
public con?dence to be maintained and to protect manufac 
turers from either government mandated production stan 
dards or capricious laWsuits, Underwriters’ Laboratories 
(UL) Was constituted. UL manages tens of thousands of prod 
ucts, Without need for civic oversight. Considering that feW 
people Worry about the safety of their appliances, can you 
imagine having to go to Congress or a bureaucracy for every 
neW type of Wire insulation? That is What We are doing With 
the environment. Civic compliance destroys innovation 
because they have little structural motive to nurture it. 

Existing Environmental Certi?cation as Applies to For 
estry. The folloWing is a comparative discussion of three 
existing forestry certi?cation systems. 

Type 1: Voluntary Guidelines of Industry Associations. 
The largest forest certi?cation program in the World is under 
the American Forest & Paper Association (AF&PA). This 
organization is comprised of large, industrial producers of 
pulp and lumber. The purpose of such industry-based organi 
zations are obvious: Weed out the bad actors, retain competi 
tive productivity, and de?ect political and legal pressure from 
environmental activist organizations. The AF&PA certi?ca 
tion is a self-policing system. The organization proposes its 
oWn standards and requests self-certi?cation of its member 
ship. Because the system is designed by an industry associa 
tion, it might be speci?ed to the advantage of the big players 
that fund the association budget. It is easy to bias speci?ca 
tions to favor the attributes of property held by speci?c oWn 
ers. No matter What the level of integrity of its membership, 
the system has a discernable potential for con?ict of interest 
in veri?cation because there is no independent auditing func 
tion. 
A structure like this Will lose a political battle under accu 

sations by environmental NGOs looking to support their 
organizations by fees for veri?cation “services.” “Indepen 
dent veri?cation” by activist organizations is subject to its 
oWn inferred con?ict of interest on the part of the environ 
mental NGOs themselves. The NGOs’ claim of sole legiti 
mate authority for accreditation of third party certi?cation is 
akin to the acquisition of market share by political extortion. 

Setting aside NGO business ethics, there are legitimate 
questions about their technical competency for this kind of 
oversight and no reason for them to extend their standard of 
competence. Given that the paper industry is a competitive 
business, this industry rightly fears the kind of political lever 
age that the NGOs represent as Well as the potential violation 
of con?dentiality regarding intellectual property. Such pro 
cess distinctions can be critical in consideration of approval 
or disapproval of a speci?c technology, for example, a type of 
genetically modi?ed tree or specialized machinery that might 
have taken years (and millions of dollars) to develop. 

There Will probably be no Way to avoid third party veri? 
cation. What remains is Who should do it, hoW it should be 
veri?ed, and Who is ?nancially responsible? The AF&PA 
system design does not accomplish these goals. 

Type 2: Third Party Chain-of-Custody System, Audited to 
Performance Speci?cation by an Accredited Non-Govem 
mental Organization (N GO). There is something intuitively 
appealing about third party audit systems. It is the reduction 
of con?icts of interests, a motivational check in the system. 
The key assumption is the auditor’ s manifest disinterest, pro 
fessional expertise, equitable treatment of customers, and 
?nancial accountability. Though this system may have pre 
ferred applications, unfortunately, the execution of the proto 
types has exposed serious de?ciencies that necessitated the 
development of the current invention. 

20 

25 

30 

35 

40 

45 

50 

55 

60 

65 

20 
This type of certi?cation uses independent audit to a per 

formance standard or speci?cation. It has components that are 
desirable. There are also critically de?cient attributes for 
most environmental applications. So far, the Way it has been 
implemented has manifested many, but not all, of the struc 
tural problems to be detailed to demonstrate the evils of 
unaccountable monopoly and the structural de?ciencies in 
conformance speci?cation in environmental certi?cation sys 
tems. 

There are tWo corporations noW operating this type of 
forest certi?cation program: Scienti?c Certi?cation Systems 
Inc. and the Institute for Sustainable Forestry (more com 
monly knoWn as the Rainforest Alliance). Both are accredited 
by the Forest SteWardship Council (FSC). There are several 
more companies With current applications for accreditation to 
the FSC, most notably the Certi?ed Forest Products Council 
(CFPC). If the AF&PA surrenders to activist pressure and 
seeks FSC accreditation, it Would make the FSC the only 
certi?cation program of this type in every toWn, otherWise 
knoWn as a global forest certi?cation monopoly. 
The FSC is a NGO incorporated under Mexican laW, based 

in Oaxaca. It derives its accreditation from the likes of the 
International Union for the Conservation of Nature and Natu 
ral Resources and World Wildlife Fund through their member 
organizations: Greenpeace, the Sierra Club, Friends of the 
Earth, and the Environmental Defense Fund (to name but a 
feW). The FSC carries a lot more Weight behind it than that: 
the Ford Foundation, the Rockefeller Foundation (Standard 
Oil), the PeW Charitable Trusts (Sun Oil Company), and 
Prince Bernhard (Shell Oil), among others. 
The FSC program is organized as a chain-of-custody sys 

tem. It regulates forest practices by control of the customer 
base through “green” labeling. The idea is that, if the supplier 
adheres to FSC speci?cations and operational requirements, 
and subscribes to independent veri?cation services provided 
by FSC accredited auditors, they can use the FSC logo on a 
“green” label. The label alloWs the supplier to claim the 
endorsement by the FSC for their standards of practice, cer 
ti?ed by the accredited auditor. All that remains is to track the 
product through the entire supply chain so that an impostor 
cannot sell goods as certi?ed. There is supposedly a reason for 
impostors to Want to do this. FSC market research indicates 
that 80% of customers say that they Will pay higher prices for 
products With green labels. That claim is suspect When it 
comes to construction materials. 

Early applications of the labeling and chain-of-custody 
principles Were applied to the case of “dolphin free” tuna or 
vegetables marketed as having no detectable pesticide resi 
dues. These products require no integration into higher order 
levels of complexity: the ?sh stays as ?sh and the vegetables 
don’t change composition unless they are integrated into pre 
pared foods. There are a limited number of things a ?sherman 
has to do to comply and, other than the di?iculty of auditing 
a boat at sea unobserved, it is pretty easy to determine if they 
are killing dolphins or not. Once the ?sh is off the boat, it is 
canned, labeled, and boxed immediately. It is also relatively 
easy to audit the vegetables by testing samples taken from a 
store. It gets a bit more complex With timber products. 
The essential problem With chain-of-custody systems, is 

that Wood is a raW material that is integrated into a Wide range 
of processes and products: structural lumber, fencing, press 
board, saWdust for pulp, moldings, all in various grades and 
various lengths. The boards do not come off the log in order 
and some logs can’t make many of the products at all. The 
boards do not occur in proportions that match demand. The 
mill must store a feW pieces and keep them separate from 
non-certi?ed logs While they run enough logs to accumulate a 
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saleable unit, particularly of larger sizes or higher grades. It is 
an expensive inventory problem. 

Chain-of-custody is a supply problem of major proportion 
unless the mill oWns su?icient certi?ed forest acreage. If a 
smaller mill operator sells only certi?ed goods, then they 
must buy logs only from certi?ed forests. These are often 
further aWay, With higher trucking costs and uncertain deliv 
eries. If they must mix log sources because either the supply 
of certi?ed logs or demand for certi?ed Wood is insuf?cient to 
keep them busy, inventory management becomes extremely 
complex. If the composition of demand changes, one is left 
With either an expensive product deteriorating in inventory or 
selling it to one Who Will not pay extra for green labeling. The 
double inventory factor also greatly increases the complica 
tions of optimizing the utilization of materials by highest 
value grade, Which decreases the pro?tability of the lumber. It 
also falls afoul of the ecological principle of best use of 
resources. It either means that the mill operator must have 
suf?ciently high production volume that these inventory 
accumulations are not a problem, or compose all inventory of 
certi?ed product. 

The amount the consumer has demonstrated Willingness to 
pay for the bene?t of certi?ed lumber has been insu?icient to 
offset these lumber production and construction inef?cien 
cies induced by the certi?cation process itself. The property 
oWner just doesn’t get very much for the initial investment, 
much less the additional operating costs. When one contem 
plates hoW certi?ed-content, in-house construction might be 
veri?ed, or Would serve as a market advantage, the bene?ts of 
green labeling start to appear increasingly suspect. Once 
someone sells lumber into a house, does the property oWner 
know if it is all certi?ed Wood inside the Walls? Not all the 
lumber produced ends up in the ?nal product. Poured con 
crete foundations use a great deal of Wood that ends up unus 
able or discarded. HoW Would anyone track Whether certi?ed 
Wood Was used there, by poking through dumpsters? 

Worse, if contracts are negotiated among suppliers and 
retailers for exclusive use of green labeled products there are 
serious concerns about collusion and restraint of trade. The 
entire “chain-of-custody” method may Well have Worked for 
cans of tuna, from Which people can choose among brands on 
a supermarket shelf, or for vegetables, because the consumer 
can choose a different store. It is not so applicable to lumber, 
some of Which may be in the frame of a house and not in the 
sub-?ooring because such products may not be available. 
People are much less likely to distinguish among houses by 
green labels than among cans of tuna or stores selling veg 
etables. There are too many ancillary considerations in the 
purchase of a home that have much more bearing on buying 
decisions, such as location. Customers usually Won’t pay a 
higher price for a house built of certi?ed Wood to offset the 
higher product cost or the dif?culty of ?nding an alternative 
supplier. When the product has a sole source, such as a book, 
the decision of Whether the book is made of certi?ed paper 
becomes ridiculous. One can’t pick an alternative source of a 
book and still buy the product. 
When asked about these problems, the FSC ansWer is that 

chain-of-custody is not a requirement of FSC certi?cation. It 
is, hoWever, required if the mill Wants to put the green label on 
the Wood to get that higher price “promised” by FSC market 
research. Without the label and the chain-of-custody, the mill 
can’t get the higher price unless there is a customer so rich 
that they don’t care What the price is. If the mill gets the higher 
price, a lot of good material is Wasted getting the specialized 
product the customer Wants at net adverse environmental 
impact. If the mill can’t get the higher price for all of What Was 
cut, What good is it? 
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There are more problems With FSC certi?ed systems than 

chain-of-custody. First, the FSC not only claims it can get the 
mill a higher price for its product, it claims that it is a legiti 
mate judge of expertise in the certi?cation of all forests 
WorldWide. It is demonstrable that legitimate disagreement 
and ignorance still exist about the best Way to manage various 
single types of forest even Where We have been managing 
those forests carefully for a long time. Thus the FSC claim of 
expertise, or even its reason for existence, can’t be validated. 

Second, the FSC subordinates its ecological management 
to political and social goals. It starts out With the “accredita 
tion” of the FSC itself by its requirement for adherence to all 
UN treaties, rati?ed or not: “In signatory countries, the pro 
visions of all binding international agreements such as CITES 
(Convention on lntemational Trade in Endangered Species of 
Wild Fauna and Flora), lLO Conventions (International 
Labor Organization), ITTA (lntemational Tropical Timber 
Agreement), and Convention on Biological Diversity, shall be 
respected.” This hierarchy immediately politicizes and 
socializes the claim of accreditation on the scienti?c conclu 
sions of the subject organization. For example: There are 
unspeci?ed commitments to “maintain community Well 
being.” Who determines What that means? There are require 
ments to “conserve economic resources.” What those are, is 
subject to economic variation and subj ectively-determined as 
Well. There are requirements to “maintain biological diver 
sity” even though some forests naturally go through periods 
of near monoculture. The UN guarantees the “rights of indig 
enous peoples,” and those guarantees are Written into the 
bylaWs of the FSC. What happens if a tribe of “Native Ameri 
cans” makes a property claim against the land? Are the prop 
erty oWners required to surrender it? 

Given that the FSC is a supporter of the Convention on 
Biological Diversity, and that the Global Biodiversity Assess 
ment speci?cally endorses the Wildlands Project, does that 
mean that the use of the land must eventually conform to the 
Whims of the Seville Strategy of the IUCN and, therefore, the 
Wildlands Project? Does this mean that a forest as certi?ed 
under the FSC, no matter hoW Well managed for production, 
must eventually be surrendered to a status of “no entry”? It is, 
at least, a tacit violation of US. laW, to agree to contractually 
require adherence to the terms of rejected treaties. 

Third, there is no regulatory bene?t to FSC membership 
because it subordinates its veri?cation to all local laWs. There 
is no added value if the laWs are in error or in con?ict With 
those rejected treaties; indeed it is an overlay of additional 
bureaucracy and puts the property oWner in a position of 
serving multiple masters With differing opinions. 

Fourth, there is no consideration of offsetting funds or 
mechanisms for risk management or means to minimize the 
cost associated With certi?cation to FSC principles. Nor is the 
certifying body accountable to ?x the problem if they are 
Wrong. If the practitioner fails or makes a mistake, there is no 
backup. 

Fifth, there is no motive for the property oWner or his 
practitioner to improve the limits of best practice for their 
speci?c situation. There is, instead, the assumption that the 
FSC is the seat of knoWledge, standing in judgment of the 
certi?cate holder for their speci?c combination of circum 
stances. HoW is that any structurally better than the expertise 
of the local authorities? 

Sixth, the FSC is about forests. Who decides the value of 
other ecosystems affected by the forest, relative to the local 
circumstances? What if the forests have groWn over mead 
oWs. Do they care about those? There is no structural means 
to identify the relative contribution of resources speci?c to an 
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individual property and foster the best superposition of coun 
tervailing interests in that location. 

Seventh, because this type of certi?cation is audited to 
performance criteria, the inspections are subject to the inter 
pretations of the inspector. The interpretation differs from 
audit to audit, based upon the interests and goals of individual 
inspector. This is a recipe for graft and extortion, not to 
mention a headache for the forest property oWner. 

Finally (and in the judgment of the author, the most egre 
gious failing), once a critical mass of forests are certi?ed by 
the FSC, What is to keep the environmentalists from changing 
their minds as to What constitutes sustainability and/or 
acceptable performance speci?cations? These organizations 
are, after all, beholden to their global benefactors. The rules of 
the group are likely to be de?ned by the most radical members 
of an internal structure of bipolar stability. What if someone in 
the organization dreams up a requirement for “cruelty free” 
redWood? 

If there is an internal coup d’état in one of the governing 
NGOs, then there is a shift in control of the entire political 
food chain. What is to keep the social Welfare croWd from 
hijacking the forest from the property oWner and the environ 
mentalists to make houses for the poor? What if the NGOs at 
the UN decide that these speci?cations are to be subject to an 
overriding global social need? Isn’t this a recipe for disaster? 

Thus, the FSC operates very much like a protection racket 
Without the protection. It has but one advantage to the prop 
erty oWner: Because it is the only certi?cation system blessed 
by environmental NGOs, the property oWner and timber 
operators might be left alone to take care of their forests if 
they seek the appropriate blessing. These “protection ben 
e?ts” have been illusory. When there has been dispute With 
local government over What constituted best management 
practice, the accredited auditors have historically been of no 
help, Whatsoever. Reports from those intervieWed suggest 
that they fall back upon the “adhere to local laWs” aspect of 
their bylaWs and defer to the local authority. Thus, the most 
important reason that the timberland property oWners and 
foresters have for certi?cation ends up producing no real 
bene?t. The FSC system, hoWever Well meaning it might be, 
is still unaccountable political control of a resource on mul 
tiple levels subject to multiple authorities. It is yet another 
Way to lay increasing external claims upon the Wealth of the 
land. 

Type 3: Process-Based Systems Audited by Standards 
Organizations. This third type of certi?cation has favorable 
environmental properties, in that it starts as a process certi? 
cation and not a performance standard or conformance certi 
?cation. There are tWo organizations offering such certi?ca 
tion products, the International Standards Organization (ISO) 
and Canadian Standards Administration (CSA) (Who se prod 
uct is traceable to the ISO 14000 environmental process 
speci?cation). The ISO is accredited by UNESCO (Which 
leads us back to the FSC) but so far has had a fair track record 
for scienti?c independence, given its technical origins and 
composition. Neither of these products enjoys support by 
environmental NGOs. The ISO 14000 process speci?cation is 
currently in the process of developing a chain-of-custody 
system, Which Would be equivalent to restraint of trade by 
treaty to a bureaucracy accountable to no one. 

“Performance” certi?cation systems are designed to prove 
that the product is adequate. They more seldom address the 
distinctions of hoW the processes are designed and optimized 
to produce that product. They do more for veri?cation to the 
speci?cation than the improvement of the process design. 
They do less to integrate quality systems into the mechanics 
of continuous process improvements than to organize the 
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enterprise around paperWork. More manufacturers adhere to 
the ISO 9002 manufacturing quality system, Which involves 
veri?cation of process conformance to speci?cation, than the 
ISO 9001 document that includes a controlled process for 
design validation. Most manufactured products derive their 
production and quality problems out of design related prob 
lems. So it is With process designs as Well. 
The purpose, for any certi?cation system design, is to 

imbue con?dence in its ability to verify the trustworthiness 
and competence of those under audit. What performance 
speci?cations do provide is the sense of emotional security 
attendant to a deterministic outcome. They make people feel 
good Without necessarily knoWing Why and are thus an easier 
political sell. Validated compliance to speci?cation does not 
mean that something Will Work (much less be optimal), only 
that the practitioner can prove compliance. That’s hoW the 
military gave us $200 hammers. It took $200 to prove com 
pliance to speci?cation. It did not make for better hammers. 

There is no point in taking the position that anybody knoWs 
What is “best” in environmental management. “Best” should 
be a veri?ed means by Which these things are learned, tested, 
and subjected to independent revieW upon consideration of 
the conditions speci?c to the location in question, not an 
outcome. It should alWays remain an elusive target to be 
pursued With vigor. Our understanding of ecosystems is too 
ephemeral and the circumstances too dynamic and varied for 
conformance goals to Work among living ecosystems. 

To attempt to Write a speci?cation that describes the form 
of an outcome of an environmental product is fraught With the 
same complications as led to the California Forest Practice 
Rules comprising over 1,000 pages. Performance speci?ca 
tion (rule-based) systems may feel good to customers, but 
they are not dynamic, adaptive, diverse, competitive, or 
capable of differentiationiquite the contrary. HoW is the 
design of the speci?cation itself to be veri?ed? 

It is here that the opportunity and superiority of process 
certi?cation systems have their greatest opportunity. It is hoW 
you do, What you do With stuff, that changes its state. One can 
verify that one did What one proposed and then measure hoW 
it Worked. It is here that the bulk of research must be directed, 
not only to come up With good ideas, but to devise systems by 
Which a practitioner identi?es and tests the e?icacy of the Way 
process improvements are developed and tested. Speci?ca 
tion systems fail because deviation is not alloWed. 

That is What is not being done With either the ISO or CSA 
products. These certi?cation systems are designed to prove 
that the systems the operator uses Will deliver a speci?ed 
output, usually determined by the local authorities! They thus 
end up functioning as a conformation speci?cation. That they 
are a form of process validation is an improvement. 

Unfortunately, the process speci?cation systems of the ISO 
not only rely upon chain-of-custody as a bene?t; they do little 
to systemically push the limits of best practice from the 
design control perspective discussed. They offer no regula 
tory dispensation. They do nothing to ?nancially manage risk 
and offer no Weighting mechanism for decision-making, nor 
do they have a ?nancial stake in the successful conduct of 
experiments. Without these, the ancillary environmental and 
?nancial bene?ts to be discussed in this and proceeding chap 
ters cannot be realized. We can do better than that. 

The Need for an Improved System. 
Ecosystems are diverse, dynamic, and change irreversibly. 

They are subject to random events of enormous scope. They 
operate in an interdependently competitive manner. Their 
species undergo random mutation, are capable of near 
monoculture, and are subject to ruthless extinction. Nature is 
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an entirely objective judge of ?tness, not to be underesti 
mated. The civic environmental control system enjoys a 
monopoly assumed to be natural. The extent of its poWers is 
unchecked, irreversibly acquisitive, maladaptive, unaccount 
able, and indissoluble. Its motivational structure is to perpetu 
ate, extend, and accrue problems rather than to complete a j ob 
and cease operation. The concentration of civic poWer inher 
ently attracts corruption, incompetence, and manipulative 
greed. It has been thus since the daWn of civiliZation. It is Why 
the Constitution instituted limited government to guarantee 
the unalienable rights of citiZens. 

Plants and animals compete for scarce resources in a man 

ner similar to laWs of supply, demand, and indifference, much 
as people do. Business noW applies many of these economic 
laWs by quantitative computer models in its research toWard 
predicting commodity market behavior. Manufacturers must 
have some idea What the demand for a product might be or 
they may siZe capacity incorrectly, either losing early market 
share With high margins, or Wasting capital invested in a 
“turkey.” Investors must have an idea hoW to Weigh a prospec 
tive risk associated With an action. They offset that risk by 
hiring insurers to understand hoW to quantify and ef?ciently 
manage the capital to mitigate an error in judgment. Much of 
that investment in analytical tools is thus available and appli 
cable toWard the management of risk in environmental sys 
tems. 

Human intelligence is not only adaptive and competitive, it 
is creatively prospective. The chaos of speculation among 
independent interests can provide the focus and energy nec 
essary to quantify and model productive ecosystem potential 
and rapidly adjust the models to neW information. A free 
market in risk management can discount the present value of 
the respective contingencies into a real picture of Weighted 
options. These are the real blessings of and mandates to 
personal responsibility, not achievable under a coercive sys 
tem, Wherein people are habituated to avoid blame based 
upon retrospective experience. There is simply no civic 
authority that has such capability to manage risk adaptively, 
as does free enterprise. 

Political motives have historically been far more corrupt 
ing than a managed and audited pro?t motive under the rule of 
enforceable contract laW. Political corruption is usually 
harder to detect or redirect because the individual pro?t to 
politicians can be indirect, non-pecuniary, or hidden to avoid 
prosecution. Civil poWer relies upon third party audit to make 
reliable investment decisions. Civic enterprise has the poWer 
and scale to avoid scrutiny. The organiZational motives of 
either a civic or non-pro?t enterprise are thus harder to iden 
tify or attribute than is a ?nancial pro?t on the books of a 
publicly traded enterprise. When one looks, the economic 
motives are easily identi?ed, even if the pro?t via manipula 
tion of the poWer of government is obscured. The problem is: 
What alternative do We have once the corrupt motives and acts 
of the govemment/N GO cabal are identi?ed and publicized? 
Which system is inherently more likely to subject its acts to 
trustworthy veri?cation? 

Over the last century, there is a record of nearly 100 million 
deaths of citiZens, by deliberate starvation and execution, at 
the hand of their oWn governments. People commonly 
respond this historical observation With statements such as 
“that Wasn’t the Us. government” and “US. citiZens enjoy 
rights under the Constitution,” even While insisting upon vio 
lation of the Constitutional property rights of others in order 
to get What they Want. Constitutional rights didn’t matter to 
them When they belonged to farmers, ranchers, and forest 
property oWners, but noW that these precedents have given 
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eventual control of the use of all land to government, Why 
should people think that “they” Won’t come after them and 
their property. 

It is paradoxical that the very scientists Who advocate biol 
ogy education based exclusively upon the theory of natural 
selection, should also advocate the exclusive use of determin 
istic management systems for competitive ecosystems. With 
such an ubiquitous example of successful DarWinian 
economy, and in the name of preserving DarWinian ecosys 
tems, it is biZarre that a society founded upon free-market 
capitalism and private property rights has assumed that civic 
control of ecosystems constitutes a “natural” monopoly. With 
an unbroken history of democracy leading to tyranny, it is 
frightening that a successful society, founded upon republi 
can principles of limited government, should justify an irre 
versible accrual of poWer in the hands of a demonstrably 
incompetent and historically destructive master. 

It is time to break up the civic (governmental) monopoly in 
environmental management With the introduction of a 
capable competitor: the free market itself. The problem With 
that has alWays been identi?cation and manipulation of 
checks and balances Within the market With Which to motivate 
the individual to account for extemalities associated With 
their uses of their property. The good neWs about a free 
market management system is that the motives of those in 
business are less confounded With religion or political poWer. 
They are thus easier to understand and manipulate because 
the principles are simple. 

Markets can identify the means to ?nd ?nancial bene?t in 
the services that land provides, as long as they are free to do 
so. Under current laW, We are illegitimately saddling With 
regulatory liabilities, and declaring private assets to be public 
property, con?scating its preferred uses into democratiZed 
commons and all too often serving the sel?sh interest of a feW 
in the process. We all have that compulsive urge to think about 
What “should be done” With somebody else’s land. We Want 
to assume that We have a “right” to dictate the use of private 
property as a collective good, instead of purchasing a contract 
for that use. Civic acquisition robs investment value into those 
very uses We so highly prize. It is a process of enacting What 
are, in effect, public acquisitions of What are legally con 
strained to be Zero-priced goods. Once the control of those 
uses succeeds to a civic agent, the objective means to evaluate 
and Weigh individual cases has been destroyed, devolving to 
political struggles, as re?ect speci?c interests, not all of 
Which are altruistic. 

One Would think that highly educated steWards of the land, 
selling diverse products as appropriate to the topography and 
resources, Willing to invest their oWn money, and committed 
to long-term oWnership and the improvement of ecosystem 
function, Would be a good thing. Unfortunately, Without at 
least adequate pro?tability in the investment, it Won’t happen. 
Does that mean that these investments have to be Wildly 
pro?table to make a free market in ecosystem management a 
reality? HoW can an environmental management system 
justly motivate industrial interests to develop an advancing 
level of steWardship in order to survive? HoW do We focus on 
motivating the kind of forest management and development 
that represents the best balance of public need and technical 
capability? HoW might a market, trading these products, be 
structured so that the oWner maximiZes pro?t through an 
objective balance betWeen resource extraction and other pro 
ductive land uses? HoW do We do that Without the unneces 
sary cost of civic oversight or possible corruption? 
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SUMMARY OF THE INVENTION 

The present invention challenges the assumption that envi 
ronmental “protection” through politics, regulation, and laW 
suits can Work for either nature or humanity. The invention 
operates upon the premise that people can make rational 
choices based upon an objective measure of self-interest that 
incorporates the interests of others, and that free markets have 
the ability to rationaliZe abstract interdependent interests 
through marketing services managing actuarial risk. The pro 
posed system reWards rigorous risk assessment, research, and 
accountability. These principles support responsible expres 
sion of individual freedom and protect unalienable property 
rights. 

The invention is a business model, capable of ?nancially 
accounting the objective value of ecosystem resources into 
the conduct of operations. That accounting renders ecosystem 
components and subsystems into tradable assets. The inven 
tion applies identi?ed principles of natural laW into a detailed 
structure and explains the rationale for each component, com 
plete With necessary checks andbalances. Together, the struc 
tural components of the invention produce a regulatory sys 
tem that is motivational instead of coercive. 

Proposed applications of the invention suggest speci?c 
pilot programs With Which to address complex environmental 
problems, many of Which have eluded existing rule systems: 
timber and ?re management near residential development, 
exotic species control and pesticide management, the Endan 
gered Species Act, and site-speci?c septic system manage 
ment. This application for patent includes examples of hoW 
the structure of the system produces the ability to manage 
highly mobile assets such as Water quality, migratory ani 
mals, ambient noise, or re?ected light in the form of a vieW 
shed. It provides a foundation for the privatiZation of civic 
holdings forbidden under the Constitution. 

The free-market regulatory system Will offer Working pro 
fessionals and university academics Within the existing civic 
system a preferred career choice to civic indenture. The pro 
gram can start on a small scale as numerous local enterprises 
in competition With civic regulation, and displace govem 
ment regulation Where it proves to be superior. 

The proposed civil veri?cation system provides privately 
certi?ed environmental management With an insured guaran 
tee. The certifying body audits practitioners to validated pro 
cess speci?cations. A competitor in the veri?cation business 
has every reason to assure that their customers perform at 
both minimal risk and cost because they reinsure the practi 
tioners. The program requires continuing research and edu 
cation on the part of the practitioner toWard extending the 
state-of-the-art of resource management practice. Insured 
Certi?cation, as proposed, must supersede civic permit 
authority for those under coverage. The system generates 
necessary accounting data to determine the ?nancial Worth of 
insured ecosystem assets at risk, as part of the conduct of 
certi?ed operations. This is similar to the manner in Which 
industrial insurers developed our understanding of ?nancial 
risk, through direct measurement of the scope and probability 
of an insured loss. The practitioner compiles the data from 
records of habitat restoration and haZard mitigation projects 
along With the continuing research as required. That data 
serves other valuable purposes Within the system. 
As risks are identi?ed and accounted, investments to 

reduce or offset that risk become pro?table, thus immediately 
improving the conduct of operations. The use of pooled risk 
also serves to counterbalance experiments that are more 
aggressive against those that are less intrusive. Uses of par 
cels and the nature of risk reduction investments can thus 
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differentiate according to their local attributes. Crude pricing 
schemes begin to take form With Which to trade rights to use 
those ecosystem assets, capable of offsetting other accounted 
risks. Ecosystem assets can thus have ?nancial Worth, as long 
as they can be bundled into valuable units. To reduce the cash 
?oW requirements necessary for ?nancial viability, one must 
reduce the transaction overhead of trade, in contracts for the 
use of these assets. Transaction volume also helps promote 
accurate appraisal of ecosystem resource value and reduces 
the cost of administrative overhead yet further. 

Recognition that natural process assets are Worthy of 
investment Will induce investors to contribute capital to suc 
cessful risk-reduction and risk-offset asset-management 
enterprises. Stock oWnership can engage self-interested con 
sideration of others, holding competing assets as overlays 
Within a particular geographical region or spread over the 
entire planet. Many resource assets are mobile, or have such 
loW unit value that their minimum economies of scale can 
Wildly exceed the bounds of traditional property lines. The 
solution is to create a property de?nition of uses of ecosystem 
process assets that transform the state of these mobile 
resources. Such process units could operate on a noncontigu 
ous, global scale and overlay other economic land uses that 
may Well have their oWn boundaries. 

The structure of the invention is a synthesis of the folloW 
ing components: certi?ed conduct of insured operations in 
lieu of civic permit; validated operational processes; audited 
ecosystem data; valuation of risk through the accounting of 
mitigating operations; continuing education and research to 
extend the state of the art; use of a legal description of eco 
system assets as dynamic models describing bounded pro 
cesses, capable of offsetting operating risks; and civic respect 
for Constitutional principles protecting unalienable private 
property rights. These components are structured in service to 
the folloWing principle: to improve ecosystem health, invest 
in shares of private enterprises selling uses of natural process 
assets priced by their ability to offset environmental risk. 

Unlike rules, Which are simpler in concept than application 
(e.g., the Forest Practice Rules), one does not need to fully 
understand principles in order to use them. Nobody fully 
understands gravity, but everybody knoWs hoW to use it to the 
degree that the applications of the laW of gravity, as describes 
its behavior, are understood. Everybody viscerally under 
stands the laWs of supply and demand. A management sys 
tem, structured according to natural laW, Will be ultimately 
easier to use. External assessments of risk and claims against 
the uses of property are incorporated into the price of either 
insurance or investments in assets, capable of offsetting those 
risks. Brokers Will offer the services as package deals. Stan 
dard units of account Will develop through trading. 

People don’t think about natural laWs, because they are 
immutable descriptions of seemingly obvious truths. That 
doesn’t mean that all the manifestations Will be simple. The 
combinations of applications Will be as complex as the cost of 
overhead Will support and the ecosystem under management 
demands. 

BRIEF DESCRIPTION OF THE DRAWING 

FIG. 1 is a general schematic of the present invention to 
assist the reader in understanding the architecture supporting 
the examples discussed in this Speci?cation. A brief glossary 
describing the terms on the draWing as apply to this speci? 
cation folloWs. In each instance, each entity, Whether oWner, 
insurer, or provider of certi?cation services can be individual 
or multiple entities. For purposes of clarity, these de?nitions 
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may include lists of applicable synonyms applied to speci?c 
examples in this application that are subsets of these more 
general terms. 

PRINCIPAL ELEMENTS 

The Insurance Function markets contracts for indemni? 
cation services to restore process assets to original condition 
or for less than contractually satisfactory performance, settles 
damage claims resulting from losses due to operations, pools 
capital for investment to reduce both premiums and reserve 
requirements, conducting actuarial analysis to price premi 
ums, de?nes the scope of coverage contracts, and funds 
research and development of neW technologies to reduce the 
magnitude of covered risks. Synonyms are: insurer, insur 
ance, reinsurance, insurance company, and insurance indus 
try. 

The Certifying Function audits performance to contract 
betWeen the Property OWner, the Insurance Function, and the 
Free Market, introduces measurement technology, and pro 
vides validation services. Synonyms for the Certifying Func 
tion are private certi?cation, certi?cation process, and cer‘ti 
?cation system. Providers of the Certifying Function include: 
certifying company, third-party certi?cation enterprise, cer 
tifying entity, certifying agent, certifying body, certi?cation 
enterprise, etc. 

Process Assets are resources Within a bounded area that 

transform the state of commons into marketable goods and 
services. Related terms used in this application include eco 
system assets, natural process assets, resource assets, and 
land assets. 

Property OWner controls, manages, and contracts for ser 
vices to manage the performance of process assets, invents or 
introduces neW management methods, and is responsible for 
the performance of process assets to contractual speci?ca 
tions. Related terms used in this application include: property 
oWnership, landoWner, practitioner (as an agent for the prop 
er‘ty oWner), etc. 

In this instance a Free Market is one Whose pricing and 
exchange mechanics are not under control by an agency of 
any regulatory government or a?iliate (such as the Federal 
Reserve or the IMF). Its participants are constituted of all 
legal persons. Although it does include trades in use of pro 
cess assets that offset risks, these are not “issued” by any 
agency, but by those Who can prove they have a performing 
process asset capable of providing a speci?c service. 

Transaction Elements 

BetWeen Insurance Function and Property OWner 
The Property OWner purchases an indemni?cation contract 

or equivalent from the Insurance Function. 
The Insurance Function optimiZes the performance of 

reserve capital to reduce the cost of coverage, provides capital 
to the Property OWner to develop neW processes that reduce 
the cost of liabilities of associated With the use of Process 
Assets or to improve the performance of Process Assets that 
provide services offsetting risks. 

BetWeen Certifying Function and Property OWner 
The Certifying Function is one of more ?rms Which offer 

audit and veri?cation services, validation consultation, ana 
lytical services, and aggregated data. 

The property oWner provides data for validation of con 
formance to contracts. 

BetWeen Insurance Function and Certifying Function 
A provider of the Insurance Function markets indemni? 

cation to a provider of the Certifying Function Which includes 
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but is not limited to covering errors in evaluating the e?icacy 
of or inadequate oversight of Property OWner’s validated 
processes. A provider of the Insurance Function markets 
indemni?cation to a provider of the Certifying Function to 
cover unforeseen events beyond the scope of coverage held by 
the Property OWner, Which is a form of reinsurance. 
The Certifying Function assures that the data and valida 

tion systems the Property OWner provides are reliable, and 
markets aggregated data to the Insurance Function With 
Which to better calculate the cost of risks. 

BetWeen Insurance Function and Free Market 
The Free Market provides Investment Capital to the Insur 

ance Function in the form of stock purchases. 
The Insurance Function provides the Free Market the ben 

e?ts of Pooled Risk Management: effectively maximizing the 
performance of total Wealth at risk, collecting suf?cient capi 
tal to deal With massive losses, While minimiZing the impact 
of minor losses. They also protect capital at risk from frivo 
lous claims. 

Sub-elements of the Free Market in this speci?cation 
include: suppliers and customers. 

BetWeen Certifying Function and Free Market 
This relationship is the most abstract element of the archi 

tecture. “Public License” is What alloWs the existence of 
private property at all. It is the public con?dence in any 
product, contract, service, or medium of exchange under the 
rule of laW founded in Roman laW, Common LaW, and the 
Constitution. 

Thus the public accepts Warranties and Veri?cation in 
manufactured goods, just as they accept regulation by police 
poWer. The line on FIG. 1 thus represents the application of 
that public con?dence, noW expressed in a marketplace for 
manufactured goods, to the goods derived from processes 
assets held by Property OWners under this system. 
Synonyms include: public acceptance. 

BetWeen Property OWner and Process Assets 
The Property OWner invests capital to gain rights to control 

of the production of Process Assets. The Property OWner is 
accountable for Process Asset performance. The Process 
Assets provide goods, services, and data by Which to control 
the performance of those Process Assets. 

DETAILED DESCRIPTION OF THE INVENTION 

This description begins With a dual system to manage the 
extemalities of resource industry. It suggests an optional free 
market system in competition With civic oversight. This moti 
vational system audits practitioners to a best-practice stan 
dard of validated processes, by a private, insured, third-party 
certi?cation enterprise. Public acceptance of private certi? 
cation in lieu of permit authority can be an incentive for a 
company to adopt practices so excellent that the civic author 
ity need require no permit or civic revieW process for pro 
posed projects or operations. Permit authority is instead 
granted by public license or acceptance through the certi?ca 
tion process, Which relegates disputes to civil liability laW. 

There is no unequal treatment under the laW in this pro 
posal. It is Within Constitutional bounds to implement quality 
systems, demonstrably superior to those set by laW. Any per 
son, corporate or individual, Who could prove the excellence 
of their operation under a guarantee, insured by a certifying 
company With ?nancial responsibility for audit to validated 
process speci?cations, Would qualify for the exemption from 
the civic enforcement protocol. The trick is to determine hoW 
to de?ne a best practice standard against the myriad combi 
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nations of possible products. Generally, the practitioner 
agrees to: operate under documented, guaranteed, and vali 
dated process speci?cations; obtain insurance to repair, miti 
gate, or offset externalities; and improve best practice through 
education and scienti?c research. The certifying company 
agrees to: audit validation reports against conditions on the 
ground; carry reinsurance in case of insuf?cient indemnity or 
bankruptcy; coordinate data and supply composite data; and 
manage complaints and arbitrate primary settlements. 

The certifying company Wouldreinsure the already insured 
guarantees provided by the certi?ed practitioner. It Will be 
?nancially liable for its oWn veri?cation and auditing prac 
tices and Would have to carry its oWn insurance. Pooled risk is 
a more ef?cient use of capital than the existing system of 
putting up barely adequate surety bonds for permitted 
projects. There is also a means to address the actual scope of 
the claim. The certifying entity can independently verify their 
customers’ practices Without requirements for hierarchical 
traceability to a national or international civic authority 
because they have a stake, both in the success of their clients 
and in maintaining loW insurance costs. Both have every 
reason to reduce their insurance payments by reducing the 
scope and frequency of claims. The system is, therefore, 
self-correcting. Because the certifying entity Would carry 
reinsurance. The guarantees, offered by the system, thus 
enjoy multiply redundant coverage. 

According to the present invention, commonly referred to 
herein as “Insured Certi?cation,” there is no incentive for a 
certifying company to burden or extort funds from their cus 
tomers. Unlike certi?cation as currently “accredited” under 
the FSC, this is a competitive market Where the certifying 
agent has a stake in both customer success and minimal risk of 
a loss. The necessary checks and balances in this system have 
multiple backups. This loWers required capital and pools risk 
further. Insured Certi?cation also holds practitioners to a 
standard of continuous research, education, and process 
development, Without requiring civic funding of the research. 
It Will do a better job of allocating research funds toWard 
problems, With a technically justi?ed environmental return. 

Once freed of the costs of delay in obtaining permit 
approval, insured timberland oWners, foresters, and timber 
operators Will have the opportunity to take advantage of the 
spot market. They Will have advantages of higher margins, 
loWer operating costs, and ef?ciencies in inventory manage 
ment With Which to offset the costs invested in best practice 
management of the forest. It Would help attenuate the price 
spikes that tend to motivate rapacity on the part of others by 
sating transient demand and Would reduce the temptation to 
log more trees to cover costs under falling price conditions. 
When asked about certi?cation programs, our local admin 

istrative of?cials respond that they Would love to do “differ 
ential enforcement.” They Would focus their efforts on the feW 
“bad” timber operators in the area and leave the “good guys” 
free to do What is appropriate. Such a policy Would be uncon 
stitutional under the equal protection clause. The local poli 
ticians display an equal lack of comprehension. To hear a 
member of the Board of Supervisors call insured certi?cation 
“autonomous groups running around” betrays the civic 
assumption that any system must operate under their control 
to constitute adequate oversight. 

Insured Certi?cation to a Best Practice Process Standard 

It is one thing to prove that you did What you Were told to 
do. It is another to prove that your systems produce results 
that meet civic speci?cations. Once those tWo objectives are 
attained, the only claim to be made is that the Work isn’t 
excessively destructive as determined by the local authorities. 
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The output can only be defended in terms calibrated by the 
degree of harm. Whether they are, in fact, minimally harmful, 
or perhaps bene?cial, harm remains the currency by Which 
the results are subjectively evaluated. Why not have a certi 
?cation ethic that, instead of obsessing on minimiZing harm, 
focuses instead on knoWing that the Work being performed is 
the best that can be done and advances the state of the art to 
improve ecosystem function? The best practice regimen, as 
discussed, focuses upon continuing education and the collec 
tion and dissemination of data ancillary to forest management 
for these very reasons. It is intended to build the understand 
ing of externalities such that decisions are accurately 
Weighed. 
The objective of validated process design and development 

is to have a means to assure that, not only do continuing 
operations meet the highest standards, but that neW technolo 
gies have a high probability of loW risk and high return. To 
incorporate consideration of externalities by insured guaran 
tee is to assure a rigorous test for an idea, to see if it is Worth 
the risks, and to set aside appropriate funds to cover them. 

Insured Certi?cation is just a Way of using systems to keep 
us honest and using capital to manage the environmental risk 
of human error or unforeseen circumstance. Insured certi? 
cation is not NGO-based; it is instead, entirely business 
based. There is no international governing body other than the 
stock market to hold this system accountable because, if the 
certifying body does not do a good job, they get to ?le for 
bankruptcy and the reinsurance company guaranteeing the 
certifying entity gets to pick up the tab for the ?x. That fact 
deepens the ?nancial redundancy to three levels. Public con 
?dence in that dispensation is assured by multi-layered ?nan 
cial accountability. 

So far, there is not a certi?cation program in the World that 
has any real market bene?t for its customers. Insured certi? 
cation is alleviated from restraint of trade entirely by its civic 
sanction to a civil account of civil ?nancial responsibility, 
similar to UL and its documented and validated record of best 
practice. Its customers are deemed insurable by their sub 
scriptions and behavior. There is no requirement in it for a 
single de?nition of What constitutes “best practice” or a single 
vendor of insurance4quite the contrary, it is necessary for 
there to be competition toWard that continuing purpose. Let’ s 
examine the attributes of the system, as applied to forest 
management, in more detail. 

EXAMPLE 

Forest Certi?cation 

Certi?cation of timber practice and forestry is being done 
in places, but there is no unifying effort to render it account 
able or reduce the in?uence of civic authority. As it is, a 
certi?ed forester, operator, or forest property oWner has to 
maintain the overhead of compliance to both regulating bod 
ies in the hope that consumer demand for environmentally 
sound practices Will pay the higher price for their products. So 
far, the consensus is that private, third party certi?cation 
doesn’t Work for the customer because such pricing premi 
ums are small and the chain-of-custody requirements are 
odious and counterproductive. 
Under Insured Certi?cation, civic permit authority Would 

have competition in the veri?cation business and can still 
focus its energies on maintaining adequate oversight on a 
consequently smaller population consisting of marginal, 
average, or habitually non-compliant practitioners. Thus, 
there is a market incentive for the contractor to be impeccable. 
There is competitive incentive for government to improve its 
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e?iciency. Further, under Insured Certi?cation there is market 
incentive for the practitioner or property oWner to hire the 
services of those Who Would do the hard technical Work of 
improving certi?ed processes. It is possible to reWard trust 
Worthy behavior and assist those Who Want to do the best that 
can be done. It is high time that integrity Was reWarded in our 
society. The alternative is inherently corruptible. 
Most of the paperwork in civic agencies exists, not to 

improve the quality of the Work in the ?eld, but to verify that 
the practitioner is culpable for non-compliance to their pro 
posal. Performance “standards” ossify the development, 
implementation, and maintenance of “best practices” by cast 
ing a politically-derived set of speci?cations into a set of 
checkboxes. Positive incentive to improve best practices ends 
up missing in the controlling legislation. “Underfunded” gov 
ernment oversight programs, overWhelmed by this paper 
Work, can effectively absolve “marginal operators” of indi 
rect costs and thus, operate as a subsidy. 

Who oversees the government When it comes to ecological 
impact? There is a record of corrupted of?cials looking the 
other Way in such matters, the World over. The US. Govem 
ment has already been determined to be liable for over a 
trillion dollars in cleanup costs for its oWn operations. No one 
knoWs What the bill for the cleanup of MTBE (a mandated 
fuel-oxygenate, defended by the Sierra Club) in California 
groundWater is going to be. Civil liability can invoke 
increased focus on risk reduction process development and 
loss prevention, in general, because pro?ts are at risk and 
people lose their jobs if it is not done. Competitive, insured, 
private certi?cation could assist the incentive to measure and 
de?ne the limits of liability as Well as adhere to and improve 
preventative practice. Competition in the marketplace assures 
that it is done at minimal cost. 

Insured Certi?cation can eliminate time-to-market delays 
similar to that of a manufacturer and supplier With a Just-In 
Time (JIT) inventory control systems. This alloWs respon 
sible foresters to take advantage of transient peak prices. JIT 
systems reduce capital requirements in tWo Ways: they loWer 
the physical capital required to maintain physical and regu 
latory capacity for peak production rates and reduce the 
stored inventory required to meet instantaneous demand. 
Adoption of these systems Would also reduce the total volume 
of trees cut and sold at discount. Until the elapsed time and 
risk associated With a THP is reduced, these bene?ts cannot 
be realiZed because green lumber has a long lead-time, a short 
shelf life and a high inventory cost. 

Minimizing Work-in-process inventory improves product 
quality and reduces capital costs. It is a laW of manufacturing 
supply chain management. Response instabilities, induced by 
permit delay, that cause frantic over-harvesting to satisfy a 
starved market, Will likely remain until government gets out 
of the production control business. 

The time is ripe for insurance, priced by behavior, to 
replace oversight by criminal penalty or Waiting for rulings 
from inexperienced, understaffed, opinionated, and possibly 
corrupted inspectors. The key to its eventual success Will 
hinge upon hoW it is implemented. 

Structural Accountability. Accountability should be iden 
ti?ed and the limits of authority documented for each job. 
This is another situation Where the certi?cation process has 
real advantages over the existing system. The Registered 
Professional Forester (RPF), the Licensed Timber Operator 
(LTO), and the property oWner Would be free to de?ne the 
structure of responsibilities if, for example, they are among 
the same enterprise. This reduces ambiguities in the chain of 
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command on the job and alloWs for redesign of the structure 
appropriate to the speci?c job or the skills of the individuals 
involved. 

Meets or Exceeds Speci?ed Practices. This is a transitional 
idea for activities not traditionally certi?ed. Once there is an 
established group, that has maintained and advanced best 
practice standards for a feW years, the speci?cation criteria 
Would be adherence to the validated process standard, instead 
of those de?ned by the certifying body, state speci?cation, or 
customary practice. Many of these functions noW occur 
Within the State permit process during Pre-Harvest Inspection 
meetings, inspections, and the like. If this system is to operate 
Without these actions, then the functions they serve need to be 
incorporated veri?ably into operations at higher levels. 

Validated Practices. ProcessValidation is a big subject. The 
core principle is that validation is the process by Which a 
practitioner measures the process inputs and behavior against 
its outputs to acquire knoWledge su?icient to operate the 
process, deterministically. Whole books are Written on the 
subject. There are three types: retrospective, concurrent, and 
prospective. Retrospective validation examines system out 
puts and correlates them With measured system inputs to 
determine if the process is meeting expectations. Concurrent 
validation measures critical variables of processes While they 
are in operation to assure that each is delivering intermediate 
results Within expectations. Prospective validation operates 
With the knoWledge that so much is knoWn about the process, 
its operations are under such control, and results are so pre 
dictable, that only monitoring of process inputs and settings is 
necessary to achieve desired outputs. A manufacturer usually 
starts With retrospective validation, incorporates concurrent, 
and Works toWard prospective. 

Validation is not typically used by the forest management 
industry. It is, hoWever, essential. The problem With imple 
mentation is that people Who try to do good Work take a lot of 
pride in it. They are so tired of challenges to their integrity and 
expertise that they get more than a little touchy about it. This 
is especially true if it requires any addition to an already 
onerous level of paperWork that might point up something 
less than pcrfcction. They are also rightly concerned about 
one more source of blame. 

No one can honestly knoW the quality of their Work Without 
monitoring the results ofpast projects. The requirement of the 
current laW, governing forest practices, is that the licensed 
practitioners are accountable for their Work for three years 
after completion. Given that the jobs are often ?fteen to 
tWenty years apart, this is a farcical standard. The question 
falls to Who should be accountable for, and oWn, the data. 

It is not recommended that any one job function be held 
accountable for collecting data and record keeping, only that 
accountability be de?ned and veri?ed by the project partici 
pants. Let them ?gure out hoW to collect it e?iciently, docu 
ment, and validate it. The Work can be performed under the 
control of the property oWner, the RPF, the LTO, or all three. 
What matters is the quality of the data and the effective 
management of ri sk. Up until noW, property oWners have been 
afraid of data and scientists, and for good reason. Why should 
they Want to knoW they have a unique plant, pathogen, or 
insect on their land When What it represents is an opportunity 
for someone on the government payroll to gather information 
to be used against the property oWner and tell them to forgo 
operations or undergo an expensive ?x? This is a legitimate 
fear When the activities of resource agencies often rely upon 
?nes as a source of operating revenue. The government and 
the activists have invariably ended up using such data against 
property oWners. Given the motive for subjective interpreta 
tion, and the degree to Which overlapping and contradictory 
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rules are subject to selective enforcement, it is no surprise that 
such concerns exist. Why should we expect people to comply 
with laws that require knowledge to the limits of science 
unless we have a system by which they are the source of that 
scienti?c knowledge? 

Another problem with collecting data is that it is expensive. 
The alternative is the cost of political struggle. One way of 
making continuous scienti?c data collection more affordable 
is to trade it for dispensation from paperwork and delay, from 
civic review and appeal, and constant political and legal 
battles through Insured Certi?cation. At least that data is 
private property. 

There is a need for biotic map information, plant census 
and survey data, geological mapping, documentation of 
insect populations, or maps of infestations and pathogens, 
including external threats. The list could become extensive 
over time. Imagine how useful it might be as a way to identify 
the origins of an exotic pest vector or plant disease so that it 
can be treated early, or at least observed in progress. Little 
erosive rills and cuts could be found before they were notch 
stresses and landslides. When the recorded data are related to 
the proper ?x, they can become part of future internal process 
speci?cations. Results of controlled burns could be incorpo 
rated into the knowledge-base to learn how often, how hot, 
and at what time of year a controlled burn should be and how 
to best to control each type. This is a huge opportunity by 
which to develop fuel control and ?re management processes. 

Validated practice is an opportunity to build an information 
base that can prevent problems from developing without 
requirement for unproductive paperwork. It is the foundation 
for the education processes that lead to an owner’s operating 
manual to the parcel. It is a format to record the progress and 
control of infestations of exotic species. It is a reporting 
system for compilation into larger enterprises. It is basis for 
communication on overall ecological health and land use 
possibilities. It is a way to assure competent ownership, 
should the land pass among owners or generations. 

This is where the Insured Certi?cation system has advan 
tages over existing veri?cation services. It calibrates relative 
risk and allows local resources to consider potentially global 
impacts. It monetiZes those constituents of risk and renders 
the assets that offset them, tradable. The key is the collection 
and organiZation of data. The data is the foundation of new 
environmental management markets. One cannot ?nancially 
value the elements and interactions of ecosystems, without 
the understanding that comes only with the creative focus that 
a pro?t can motivate. One cannot weigh competitive claims 
upon ecosystem resources objectively, without a calibrated 
evaluation of their respective risks of loss. 

Data collection may cost a lot at ?rst but so does the 
uncertainty when managing pooled risk. There is thus a 
motive to collect information to reduce the cost of actuarial 
uncertainty. We can put certi?cation systems in place as a 
carrot for permit dispensations, but without an extant format 
for the structure of research information, it will be very dif 
?cult for that information to have a practical use beyond the 
bounds of the property. More people doing that work will 
reduce the cost, improve the tools, and improve exchange of 
information. This is a demand potential for improved mea 
surement devices at lower cost and software products con?g 
ured for cataloging this kind of information. 

Documented Design Processes and Project HaZard 
Reviews. Design Control in timber operations? Yes, because 
it works. Process design is that little fact of life when you get 
to confront how little you know about what you thought you 
understood. It is hard to write things down because there are 
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a series of uncomfortable moments when you have to dis 
cover how to express what you know. 

A formal haZard review is something with which anybody 
involved with industrial chemical processing is intimately 
familiar. If you don’t think of everything: trace every pipe, 
valve, circuit, operation, software command, and possible 
out-of-bounds chemical reaction, the plant blows up, people 
die, lawyers come running, TV reporters ask ignorant ques 
tions and get un?attering pictures . . . . Nobody likes chemical 

plants that blow up (especially insurers) except ambulance 
chasers and TV advertisers . . . . 

Ecological problems are easier to attribute and harder to 
prove. They usually involve a tremendous number of vari 
ables. If, after a timber operation, there is a landslide, people 
die, lawyers come running, TV reporters ask ignorant ques 
tions and get un?attering pictures . . . . The only difference is 

that with chemical plants we know that there is an assignable 
cause that can usually be determined after the fact. It isn’t so 
easy with timber operations, only because we are so ignorant. 
Sometimes you have to do something about a bad situation 
with a high probability that it may “fail.” Is the cause of the 
problem assignable? This is where the haZard review 
becomes essential. 

HaZard reviews are that moment when we ask: ‘Did I forget 
anything?’ ‘What is the cost of failure?’ ‘Am I on track?’ ‘Do 
I need any resources?’ They are essential to successful and 
low risk operations. It is this process of haZard review that 
builds the project record-keeping that renders risk vastly 
more predictable and identi?es opportunities for improve 
ment. It dovetails with the insurance aspect of the program to 
be discussed. HaZard reviews are the documentation of the 
risk factors that had to be weighed before the conduct of 
operations. If the situation involved an unstable slope that was 
showing signs of failure, the review documents the risks, 
properly assures that due precautions are taken (such as noti 
fying people), and attempts the best mitigating steps, under 
the circumstances. It may be the best that can be done, even if 
the slope fails. At least there is a way to pay for some of it and 
reduce the cost of the eventuality. 
A classical haZard review process includes a time when all 

the data, accumulated during preparation for the job, can be 
rolled into the ?le on the location, any necessary revisions to 
process documents incorporated, and action items for needed 
haZard mitigation generated. If, after the slope eventually 
fails, one conducts a “postmortem” on the event by consult 
ing the review history, one can then accurately recall if the 
risks were correctly accounted and a better job can be done 
next time. 

A Record of Continuous Improvement. If an industry’s 
operations involve “The Environment,” government does 
much of the research and development for “free,” whether it is 
timber, agriculture, or ?shing. Look at the list of industries 
and consider their relative prosperity. The incentive for gov 
ernment employees to expend that research toward develop 
ing new regulatory markets is so strong and the job security so 
attractive, that the research product diverges from its man 
date, in order to continue acquisitions. 

To qualify for a certi?cation to a best practice standard 
should require private conduct of, or support for, research. 
This requirement can be met by the activities discussed in the 
last section. The research can be as simple as that being done 
now on truck tire pressures and soil disturbance. The work 
performed by the Monterey Bay Salmon and Trout Project, as 
supported by Big Creek Lumber Co., certainly quali?es as an 
example. There is no reason that active participation in a trade 
organiZation coordinating the work couldn’t qualify as long 
















































